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American Marketing Association, Semi-Annual Meeting 
Chicago, Illinois 


December 26, 27, 28, 1940 


THURSDAY, DECEMBER 26 
2:30 P.M. How to Get More ror Your ADVERTISING DoLLAR—RounpD TABLE Discussion 


Chairman: Vernon D. Beatty, Advertising Manager, Swift & Co. 

Put More in Newspapers—Fred Dickinson, Bureau of Advertising, American Newspaper Pub- 
lishers Association 

Put More in Magazines—Frank Braucher, Periodical Publishers Association 

Put More in Outdoor—F. N. McGehee, Outdoor Advertising, Inc. 

Put More in Radio—Frank Stanton, Columbia Broadcasting System 
(Questions and Discussion by audience) 

American Meat Institute Advertising Campaign—A Case Study in Modern Advertising Planning— 
R. M. Heath, Leo Burnett Advertising Agency 


4:30 P.M. REPORT OF THE SPECIAL COMMITTEE ON PROFESSIONAL STATUS 


Chairman: F. C. Wheeler, Association of Food Distributors 
Paul T. Cherington, New York City 
Hugh E. Agnew, New York University 

Discussion by Members 


8:00 P.M. MEASUREMENT OF MarKETING Erriciency (Joint SESSION WITH AMERICAN STATISTICAL AssoOciATION) 


Chairman: Theodore N. Beckman, Ohio State University 
Criteria of Economic and Marketing Efficiency—Nathanael H. Engle, Advisory Commission to the 
Council of National Defense 
Efficiency Within the Marketing Structure—Roland S. Vaile, University of Minnesota 
A Critical Analysis of Recent Literature Dealing with Marketing Efficiency—Charles F. Phillips, 
Colgate University 
Discussion: 
Wroe Alderson, Curtis Publishing Company 
John Albright, Bureau of the Census 
H. W. Huegy, University of Illinois 


FRIDAY, DECEMBER 27 


10:00 A.M. RETAILING IN 41 


Chairman: Delbert J. Duncan, Northwestern University 
Retailing and Consumer Movements—Kenneth Dameron, Ohio State University 
The Movement ana Concentration of Retail Trade in Metropolitan Areas— Richard P. Doherty, 
Boston University 
The Supermarket and the Changing Retail Structure—M. M. Zimmerman, Publisher, Super- 
Market Merchandising 
Current Trends in Retail Distribution—John W. Wingate, New York University 
Discussion: 
James R. Hawkinson, Northwestern University 
Eaton V. W. Read, De Paul University 


10:00 A.M. THEORY AND APPLICATION OF REPRESENTATIVE SAMPLING (JoinT Session wiTH INstITUTE OF MATHE- 
MATICAL STATISTICS) 


Chairman: Theodore H. Brown, Harvard University 
Background and Method—Frederick F. Stephan, Cornell University 
A pplication to Marketing Problems—Archibald M. Crossley, New York City 
Application to Agricultural Problems—Arnold J. King, lowa State College 
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12:30 P.M. LuncHEon MEETING: TRENDS IN MARKETING 
Report of Standing Committee—Fred E. Clark, Chairman, Northwestern University 


2:30 P.M. MARKETING ADJUSTMENTS TO NEw CONDITIONS IN 41 AND AFTER 


Chairman: Harry R. Tosdal, Harvard University 

Marketing and Its Adjustment to National Defense—Charles I. Gragg, Harvard University and As- 
sistant to Coordinator of National Defense Purchases of the Advisory Commission to the Council 
of National Defense 

Adjustment of Wholesaling to 1941 Conditions—Nathanael H. Engle, Consumer Division of the 
Advisory Commission to the Council of National Defense 

Adjustment of Retailing to 1941 Conditions—William Applebaum, Economy Grocery Stores Cor- 
poration, Boston 

Discussion from the floor 


4:30 P.M. Business MEETING 
7:00 P.M. TWENTY-FIFTH ANNIVERSARY DINNER 
Toastmaster: L. D. H. Weld, McCann-Erickson, Inc. 
The History of the American Marketing Association—Hugh E. Agnew, New York University 
Marketing Problems and the Defense Program—Willard L. Thorp, Dun and Bradstreet 


Changing Aspects of Government and a Marketing Society—Leverett S. Lyon, Chicago Association 
of Commerce 


SATURDAY, DECEMBER 28 
8:30 A.M. BreAKFAST MEETING: RounD TABLE ON INCOME CLASSIFICATIONS 
Chairman: L. D. H. Weld, McCann-Erickson, Inc. 


10:00 A.M. INDUSTRIAL MARKETING IN 41 


Chairman: George D. Crain, Jr., Publisher, Industrial Marketing 
Research as a Basis for Distribution—Arthur C. Wieck, A. C. Wieck Company 
Case Study in Industrial Marketing—M. J. Evans, Vice-President, Evans Associates, Inc. 
Building an Industrial Advertising Campaign—H. H. Simmons, Advertising Manager, Crane Com- 
pany 
Industrial Marketing Under the Defense Program—Neil C. Hurley, Jr., Vice-President, Pneumatic 
Tool Company 














EDITORIAL PREFACE 


RACTICALLY ALL of the articles published in this issue of THE 

JOURNAL OF MARKETING are papers presented at the midwinter 
meetings held in Chicago during the Christmas holidays. Unfortu- 
nately, it has not been possible to obtain copies of all the papers 
given, since a good many of the speakers who spoke informally or 
from notes have not been able to prepare formal summaries of their 
remarks for publication. The editors hope, however, that at least 
one or two more will be available for publication in later issues. 
What is here printed represents all that was available as the present 
issue went to press. 

Two papers have been included which were not presented at the 
meetings: that by H. H. Maynard on Marketing Courses Prior to 
7gro and that by Lawrence C. Lockley, Report on Fournal of Market- 
ing Reader Survey. Since the meetings marked the twenty-fifth anni- 
versary of the predecessor organizations of the American Marketing 
Association, Professor Maynard’s report fits well into the proceed- 
ings. Dr. Lockley’s report also is appropriate to this issue, since some 
of his data were presented informally by Professor Roland S. Vaile in 
his report as retiring Editor-in-Chief of THE JOURNAL OF MARKETING. 

The program for the various sessions here reported was arranged 
under the general direction of Professor Lyndon O. Brown, of North- 
western University, in accordance with his findings in a questionnaire 
survey of the membership. To him and to the chairman of the various 
individual meetings is due the sincere thanks of the Association. 

The editors of THE JOURNAL OF MARKETING also wish to express 
their indebtedness to Professor Charles F. Phillips, of Colgate Uni- 
versity, who edited the various papers and put them into final form 
for publication. 














THE 





pusnal of 


Marketin 





Volume V 


APRIL, 1941 





Number 4 


MEASUREMENT OF ECONOMIC AND 
MARKETING EFFICIENCY 


NATHANAEL H. ENGLE 
Adviser on Distribution, Consumer Division, 
National Defense Advisory Commission 


Epitor’s Note: The papers in this issue of THE 
JOURNAL were read at the December, 1940, Semi-Annual 
Meeting of the American Marketing Association. The 
three papers which follow and comments thereon were pre- 
sented at the Foint Session with the American Statistical 
Association on “Measurement of Marketing Efficiency.” 
Professor Theodore N. Beckman, Ohio State University, 
was chairman of the meeting. 


ConNOTATIONS OF Economic 
EFFICIENCY 

Comparison with Engineering Efficiency 

FFICIENCY is a word with which to 
EK, conjure. Efficiency engineers bring 
to the business man promises of en- 
hanced achievement based upon princi- 
ples of scientific management. Produc- 
tion and distribution both worship at 
the shrine of efficiency. Lip service is 
paid to efficiency continuously, yet eff- 
ciency remains, like that Athenian deity 


discovered by St. Paul, an unknown god: 

As a starting point, I bethought me of 
the dictionary. Webster makes it all 
very simple by defining efficiency as “‘the 
quality of being efficient.”” Most helpful, 
I am sure you agree! But in all fairness 
to Webster, he provides us with two 
further definitions which are useful; me- 
chanical efficiency, which is “the ratio 
of the energy or work that is got out of 
a machine...to the energy put in.” 
This is the engineering concept. The 
second is the meaning of efficiency in 
political economy— ‘“‘economic produc- 
tivity; power of producing wealth.” 
These two definitions may serve us as a 
springboard for a plunge into our sub- 
ject. First of all they lend point to an im- 
portant distinction between economic 
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efficiency and engineering efficiency. Ef- 
ficiency, in the engineering sense, is a 
concrete, definite, measurable, physical 
concept. It is so many B.T.U. per ton 
of coal; it is so many miles per gallon of 
input in physical terms. Engineering effi- 
ciency is a part of, and contributes to, 
economic efficiency; but the two con- 
cepts differ. 

Economic efficiency is not only a 
broader but also a somewhat more gen- 
eral concept. It is the volume of output 
of the entire economic system, or of a 
major part of it such as manufacturing 
or marketing, in relation to the amounts 
of labor, capital, land, and enterprise 
utilized in the productive process. More- 
over both output and input are more apt 
to be stated in terms of money value 
than in terms of physical units. Econom- 
ic efficiency is therefore more difficult to 
measure quantitatively in refined terms 
than is engineering efficiency. 

While both concepts are relative, rath- 
er than absolute, engineering efficiency 
may be relative to a definitely known 
standard or norm, whereas the standard 
or norm for economic efficiency is usually 
unknown, vague or nebulous, and can 
only be approximated or estimated with 
a high degree of probable error. To illus- 
trate, the efficiency of a furnace is meas- 
ured in the number of standard heat 
units which it produces from a ton of 
coal known to contain a definite maxi- 
mum number of standard thermal units. 
In contrast when efforts are made to 
measure economic efficiency, the ques- 
tion of the standard is often a baffling 
one. It has been attempted, however, as 
witnessed by studies of the productive 
capacity of American industry, such as 
that made by the Brookings Institution 
in 1933. The conclusion of the Brookings 
study that the American economy in 
1929 had some 20 per cent unused capac- 
ity was but another way of saying that 





the economic efficiency of the nation as 
a whole was approximately 80 per cent 
of what it might have been under some 
approximated norm of maximum utiliza- 
tion of the economic factors of produc- 
tion. 


Definition of Economic Efficiency 


To summarize, economic efficiency is 
a concept employed by economists to ex- 


plore and to evaluate the effectiveness of 


economic production. It means the pro- 
portion of output of wealth or income to 
input of economic factors of production, 
or the flow of income which follows from 
a given combination of economic factors 
as compared with the ideal flow which 
might be expected from the same com- 
bination in the absence of waste or fric- 


tion, or as compared with the flow of 


income for the same combination of eco- 
nomic factors at a different point in 
time, or in a different place. It is “‘net out- 
put per unit of input” 
one student of the problem.! 


General Criteria of Economic Efficiency 


Political criteria. Rather than attempt 
further definition of economic efficiency, 


let us turn to a consideration of some of 


the general criteria employed by econo- 
mists in explaining, evaluating, and meas- 
uring such efficiency. Here the problem 
divides naturally into the two parts im- 
plicit in the older term used to describe 
economic science—political economy. By 
this, I simply refer to the well-known fact 
that economic systems do not operate in 
vacuums. They are part and parcel of a 
larger political and social milieu. It is, 


1 John D. Black, Production Economics, Henry Holt & 
Co., p. 356. See also T. N. Beckman, “Criteria of Mar- 
keting Efficiency,” The Annals of the American Academy 
of Political and Social Science, May 1940, p. 138, Julius 
Hirsch, Standard Figures for Industry, Copenhagen 
Graduate Business School Press, 1940, Ch. IV, 
and T. N. Beckman and N. H. Engle, Wholesaling: 
Principles and Practice, Ronald Press, 1937, Ch. 25. 


in the words of 
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therefore, necessary to examine briefly 
some of these non-economic elements 
which may condition—promote or limit 
—economic efficiency fully as much as 
the more strictly economic criteria. 

Traditionally in America, lip-service 
has been paid to the philosophy of laissez 
faire as the appropriate role of Govern- 
ment in economic affairs—a heritage of 
our British ancestry. Contrary to fre- 
quent assumption, this has not meant a 
complete absence of Government con- 
trol in economic and business life. Even 
the most ardent advocates of laissez 
faire have recognized an imposing list 
of essential Government activities with- 
in the economic realm. 

In general, governmental controls 
have been exercised in two directions, 
first, to encourage economic activity and 
second, to circumscribe or curb economic 
activity, to prevent certain human tend- 
encies from getting out of hand. Under 
the first group our Government has es- 
tablished what may be termed an eco- 
nomic bill of rights and has sought to 
protect its citizens in the exercise of those 
rights. Among them is the right to choose 
and pursue such economic activity as the 
individual may desire; the right to 
secure, own, and control property; the 
right to enter into contracts with others, 
which are legally binding upon both 
parties; the right to buy and sell freely. 
These rights have been fortified by com- 
mon and statutory law, upheld by the 
courts, and enforced by the police power 
of the state. Without them, /ree eco- 
nomic activity would be impossible, and 
economic efficiency might suffer. The 
state’s efforts in encouraging economic 
activity have not been confined to this 
bill of rights. Indeed, to implement these 
rights, the state has found it necessary to 
place definite curbs on some of them, 
oftentimes in the interest of economic 
efficiency. 


Even though great efficiency might 
follow the ruthless pursuit of economic 
gain, danger inheres in the possibility 
that the strong and unscrupulous indi- 
vidual may gain excessive power and 
misuse it to the great detriment of the 
weak. To curb such anti-social procliv- 
ities, working conditions have been im- 
proved, minimum wages and maximum 
hours set, child labor restricted, all by 
edict of the state. Early in our history, 
money and banking legislation was found 
necessary and has been increasingly ex- 
tended to promote sounder and more 
effective finance. Curbs on monopolistic 
practice have developed in the anti-trust 
laws and the act creating the Federal 
Trade Commission. Limitations have 
been placed on the right to enter certain 
businesses or to practice certain profes- 
sions by local, state, and national gov- 
ernments. Fair trade and unfair practice 
laws have restricted economic freedom 
in many states. The N.R.A., the A.A.A., 
the S.E.C., the Robinson-Patman Act, 
the Miller-Tydings Act—are examples of 
the more recent Federal statutes. 

Government controls have not stopped 
at encouraging economic activity or at 
setting curbs on certain excesses. The 
Government has also taken precaution- 
ary measures to protect the weak and to 
to prevent too great concentration of 
wealth and economic power. To this end, 
income and wealth have been redistrib- 
uted through the use of the taxing 
power for such services as free education, 
free roads, public works, and national 
parks. 

Further elaboration of these points is 
inappropriate to this occasion. There is 
insufficient time and, more important, 
the task has been well covered elsewhere, 
the most recent contribution being the 
comprehensive two-volume study of Gov- 
ernment and Economic Life recently pre- 
pared by Leverett S. Lyon, Victor 
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Abramson and associates for the Brook- 
ings Institution. 

Non-economic forces. A word or so on 
non-governmental environmental condi- 
tioning forces affecting economic life 
may not be amiss before we turn to the 
more strictly economic criteria of eco- 
nomic efficiency. Not only has society 
provided definite legal bulwarks and re- 
strictions upon the economic actions of 
its individual members, but social mores, 
sometimes stronger than laws, have 
made themselves felt. Thus the puritani- 
cal religious strain of our early New Eng- 
land forebears has tinged our thinking 
and attitudes toward certain lines of busi- 
ness, notably the liquor traffic and gam- 
bling. Even where specific prohibitory 
or restrictive laws have not existed, those 
who would engage in such pursuits have 
had to reckon with social pressure. 
Again, custom is strong as evidenced by 
the continuation of the s-cent subway 
fare long after 5 cents has ceased to be 
adequate to cover the costs of the serv- 
ice. 

Economic factors conditioning efficien- 
cy. An examination of standard works on 
economics reveals a number of economic 
factors which influence economic efhf- 
ciency. The more important among these 
factors are division of labor, or special- 
ization, the utilization of capital, large- 
scale operations, the corporate form of 
business organization, horizontal com- 
bination, vertical integration, and mo- 
nopoly. For our purpose I suggest a group- 
ing of these various factors under the 
three headings of specialization, use of 
capital, and business organization. To 
these should be added a fourth, of more 
recent interest, the use of business and 
economic research. 

(1) Specialization. Basic to all factors 
which make for economic efficiency, a 
greater output per unit of input, is spe- 
cialization or division of labor. Too well 


known to need elaboration here is the fact 
that the subdivision of a task into its 
most elemental parts and the concentra- 
tion of effort by man or machine upon 
the parts generate greater speed, pre- 
cision, and dexterity in performing the 
tasks, with consequent greater output per 
man or machine. 

The principle of specialization applies 
alike to the individual process within a 
plant, to a plant, to an entire industry, to 
a region, and to a nation. It applies to in- 
dividuals, to machines, and to jobs. We 
are today particularly interested in its 


application to that major segment of 


economic life known as marketing. Found- 
ed upon the rock of quantitative demon- 


stration, the easily measurable results of 


the application of specialization have led 
to its widespread adoption and utilization 
as a basis for economic efficiency. Lim- 
ited only by the extent of the market for 
the output, as pointed out long ago by 
Adam Smith, specialization continues a 
foundation stone in the structure of an 
efficient economy. 

(2) Use of capital. Another building 
block in the structure of economic efh- 
ciency is the use of capital. So common 
and widespread is the use of capital that 
it is apt to be taken for granted. 

Capital’s contribution to efficiency 
varies widely and is dependent on the 
saving capacity of a community, on the 
extent to which capital goods are adapta- 
ble to the performance of economic tasks 
and upon the degree of specialization to 
which it may be profitably utilized. The 
field of marketing, for example, permits 
much less latitude for the employment of 

capital goods in the form of machinery, 
equipment, and labor-saving devices gen- 
erally than does the field of manufactur- 
ing. Marketing functions commonly re- 
quire a larger utilization of personal 
services in performing the major sales 
and purchasing activities for which no 
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adequate mechanical substitute has yet 
been discovered. To be sure, advertising 
has been used as a selling device and is to 
some extent a substitution of capital for 
personal selling. Some mechanization 
also prevails in warehousing, wholesal- 
ing, and in the automatic vending of cer- 
tain items directly to consumers. The to- 
tal use of specialized capital equipment is 
nevertheless distinctly circumscribed in 
the marketing field. Realistic appraisals 
of marketing efficiency should always 
take this fact into consideration. 

(3?) Business organization and large 
scale of operations. Closely related to the 
use of capital in modern business enter- 
prise is the employment of the corporate 
form of business organization, especially 
where large-scale enterprise is justifiable. 
Here we have two sides of a shield, the 
actual physical operations, and the busi- 
ness or management side. Large-scale op- 
erations obtain their efficiency and may 
be justified by the fact that they may 
contribute to more effective utilization of 
capital and to increased specialization. 
Thus a large store or warehouse may find 
continuous use for highly specialized 
equipment which a small establishment 
could not afford to install either because 
of too great original cost or because of 
the limited use to which it could be put. 
Again, a large store may be able to carry 
out the division of labor to a much finer 
degree than a smaller one, with one or 
many individuals devoting full time to 
subdivisions of individual tasks, several 
of which may normally be assigned to one 
individual in a lesser establishment. 

On the management side of business, 
the corporate form of business organiza- 
tion has gone hand in hand with large- 
scale operations, facilitating the assem- 
bly and accumulation of large aggregates 
of capital funds. Adaptations and modi- 
fications of the corporate technique have 
made possible widespread integration of 


business units both horizontally and ver- 
tically. It has been argued that these 
processes offer some contributions to eco- 
nomic efficiency by making possible wid- 
er use of capital, a higher degree of 
specialization in both capital and labor, 
economies in buying, and reduction of 
risk in selling, especially for vertically in- 
tegrated concerns. Offsetting such poten- 
tial advantages are the limitations grow- 
ing out of the unwieldiness of a vast 
organism such as the loss of the direct 
personal interest of the proprietor. A 
further limitation especially true of mar- 
keting is the fact that the optimum size 
of the business unit, or the most effective 
scale of operations, may sometimes be 
small or of medium size. 

Some evidence is available to support 
the conclusion that in the field of market- 
ing the lowest cost of operations is 
reached in a number of trades with a 
medium-sized establishment. Cost curves 
for wholesaling establishments based 
upon a fairly homogeneous grouping of 
establishments show that very small- 
and very large-scale houses, measured in 
sales volume, have higher average cost- 
sales ratios than do the medium-size busi- 
nesses.2 Apart from department stores, 
mail order houses, supermarkets, and 
some wholesalers, there are very few 
really large-scale individual units in mar- 
keting. Chain systems are large, but the 
individual retail stores are seldom larger, 
except for more recent supermarkets, 
than the better grade of independents, 
and the wholesale warehouses of chain 
systems compare in size with independ- 
ent wholesalers in the same lines of trade. 
Retailing is predominantly small-scale 
business, and the same is true of much of 
wholesaling.’ 


2See N. H. Engle, The American Economic Review, 
Vol. XXIII, No. 1, Supplement, March 1933, p. 101. 
3 In 1935, 60% of all retail stores did but $10,000 or 
less business each for the year, while 64.2% of all whole- 
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Restricted possibilities for the use of 
capital equipment in marketing, previ- 
ously mentioned, may play a part in 
explaining the limitations on size of mar- 
keting establishments generally. This rel- 
atively smaller requirement for capital in 
marketing may explain in part the fact 
that the corporate form of business or- 
ganization is used less in wholesaling and 
retailing establishments than in manu- 
facturing businesses. In manufacturing, 
g2.1 per cent of the volume of business is 
done by corporations as contrasted with 
74.2 per cent in wholesaling and 48.2 per 
cent in retailing. 

To the extent that the most efficient 
size of operation for a marketing estab- 
lishment is not large, it is comparatively 
easy for the individual proprietor to pro- 
vide his own capital without resort to 
corporate financing. More important 
from the standpoint of efficiency is the 
fact that the owner may operate his own 
business and follow through constantly 
on all aspects of it. His own competence 
as a business man determines in large 
measure his success and the efficiency of 
his establishment. With the same degree 
of competence, it is reasonable to expect 
a somewhat higher degree of efficiency to 
result from the owner-interest of an ac- 
tive proprietor than might be forthcom- 
ing from the employee of a corporation. 

Concluding this discussion of the form 
of business organization and large-scale 
operations, there appear to be inherent 
limitations on the wide utilization of 
these efficiency factors in the field of 
marketing. But let us turn to a brief con- 
sideration of the fourth element in eff- 
ciency, the use of business research. 

(4) Use of business and economic re- 
search. With the development of formal 
education in business at the collegiate 
level and with the advance of statistical 





salers and industrial distributors had an average sales 
volume of $100,000 or less. 


technology has come an increasingly sci- 
entific approach to business problems. 
Research techniques have been utilized 
by individual businesses, by trade asso- 
ciations, by disinterested groups, such as 
universities and foundations, and by the 
Government to study ways and means of 
improving economic efficiency. Still in its 
early stages, the use of research, espe- 
cially inthe field of marketing, has already 
made some contribution to efficiency. In- 
dividual concerns have eliminated waste- 
ful practices and streamlined their op- 
erations as the result of internal research. 
More and more businesses are utilizing 
basic research findings and current sta- 
tistical series for improving their meth- 
ods of operation. While many business 
men remain largely unaware of business 
research and its potentialities for more 
effective operations, it is, nevertheless, 
encouraging that substantial beginnings 
have been made, and the trend is in the 
right direction.‘ 

Summary of economic factors of effi- 
ciency. An ideal appraisal of marketing ef- 
ficiency would necessarily entail the di- 
rect study of the effect of each of the 
foregoing factors upon the actual opera- 
tions of individual units or even of spe- 
cific functions in the field of marketing. 
Marketing research has thus far failed to 
make much progress in this direction. 

The question which faces the student 
of marketing efficiency, then, becomes 
one of finding an alternative approach to 
the direct measurement of marketing ef- 
ficiency. In searching for a method, | 
have experimented with the idea of an in- 
dex of general or over-all marketing eff- 
ciency based upon the assumption that 
all of the separate economic and social 
elements which contribute to marketing 


4 See joint study of Manufacturer's Use of Market Re- 
search by American Marketing Association and Bureau 
of Foreign and Domestic Commerce, published by the 
latter in 1939. 
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efficiency come to a focus or make them- 
selves felt in the average efficiency of 
marketing as a whole. What I have at- 
tempted to do, therefore, is to establish a 
method of measuring average marketing 
efficiency for a given year or years over 
against a base period. No standard or 
norm of absolute efficiency being possi- 
ble, I have selected average achievement 
over the base period as an arbitrary 
standard. Relative efficiency achieved on 
the average in a given year may then be 
compared with the standard and with 
relative efficiency in some other year. 
Marketing efficiency may by the same 
method be compared with the average 
efficiency of manufacturing on the whole 
or of some other major segment of the 
economy. Moreover, if the method has 
merit, it may be applied to subdivisions 
of the entire field of marketing such as 
grocery wholesaling, chain drug retail- 
ing, independent shoe retailing, and oth- 
er trade and functional groupings. 


MEASUREMENT OF MARKETING 
EFFICIENCY 
Marketing System Defined 


Areas included. The marketing system 
as defined by students of marketing em- 
braces all physical plant and equipment, 
including transportation facilities, stor- 
age and warehouse capacity, and all 
wholesaling and retailing structures.5 
Functionally, all those activities essential 
to the transfer of goods, physically and 
otherwise, from primary producers to ul- 
timate consumers, are included in mar- 
keting. Institutionally, marketing com- 
prises all of the business mechanisms, 
corporations, partnerships, individual 
proprietorships, cooperatives, operating 
within the above areas. Primary pro- 
ducers and secondary producers, proces- 


® See definition of “marketing.” National Marketing 
Review, Vol. 1, No. 2, Fall 1935. 


sors and manufacturers, are included fo 
the extent that they, themselves, perform 
essential marketing functions, or own or 
operate physical properties devoted to 
such functions. So also are included all 
types of wholesaling agencies, all types of 
retailing agencies, and all of the special- 
ized businesses, such as advertising agen- 
cies, warehouse operators, and transpor- 
tation companies which function in this 
field. 

Statistical limitations. Exact quantita- 
tive delineation of the field of marketing 
is thwarted at several points by the ab- 
sence of adequate data. Very little is 
known of the extent of the marketing ac- 
tivities of either primary or secondary 
producers. Statistical data on marketing 
are abundant only for the fields of whole- 
saling and retailing, which have been 
covered by four complete censuses and a 
number of sample studies. Thus, most 
quantitative analyses of marketing effi- 
ciency must rest upon these important 
but by no means inclusive parts of the 
field. It is on the basis of the Census data 
that an over-all appraisal of marketing 
efficiency will be essayed.® 


Application of Data to Measurement of 
Marketing Efficiency 


On the basis of input and output. Recur- 
ring to our definition of economic eff- 
ciency as the proportion of output of wealth 
or income to input of economic factors of 
production, our problem becomes one of 
selecting appropriate quantitative meas- 
ures of output and input in the field of 
marketing. Ideally we should like to find 
suitable data on the physical volume of 
the job done by the marketing machin- 
ery of the nation. The desideratum is a 
measure of output in the form of statis- 


6 See also Paul Converse, “Employment, Wages, and 
Labor Relations in Marketing.”” The Annals of the 
American Academy of Political and Social Science, 
May, 1940, p. 152. 
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TABLE 1. WHOLESALE TRADE—UNITED STATES, 1929-1935 





y. No. @ Net Sales | ¢ )perating Expenses | Average Number of Em- 
eal Establishments $ Millions $ Millions | ployees for the Year 

1929 168 ,820 66,983 6,136 1,510,494 

1933 163,583 30,010 3,462" 1,187,688 

1935 176,756 2,803 4,220” 5,977, 727 














* Adjusted on same ratio as reported to adjusted sales to make data comparable. 
b Adjusted on same ratio as reported to adjusted pay roll to allow for commission bulk-tank stations on a com- 


parable basis. 


Source: Census of Distribution, 1929, and subsequent Censuses of Wholesaling. 


tics on the actual tonnage handled by the 
marketing system and, in addition, a ba- 
sis for evaluating the quality of the serv- 
ice rendered. Furthermore, a_ direct 
quantitative measure of the input of eco- 
nomic factors is lacking. If such data on 
input and output were available, we 
would be able to measure marketing efh- 


TABLE 2. Retart TraDE—UNITED STATEs, 1929-1935 


ics on sales. Net sales in both wholesal- 
ing and retailing are available for the 
years 1929, 1933, and 1935. (See Tables 
1 and 2.) The same source also provides a 
measure of total input in the statistics on 
operating expenses, and, for labor input, 
in statistics on employment. 
Wholesaling efficiency. Let us first ex- 











y. No. of | Net Sales Operating Expenses | Average Number of Em- 
seal Establishments $ Millions $ Millions | ployees for the Year 
1929 1,543,158 49,115 | 10,372 4,402,940 
| 
1933 1,526,119 25,037 6,510 3,433,652 
1935 1,653,961 33,161 | 7,592 3,961,478 











Source: Census of Distribution, 1929, and subsequent Censuses of Retailing. 


ciency as of a given time in relation to 
some other period or in relation to some 
arbitrary norm. Since neither tonnage 
statistics as a measure of output, nor any 
direct physical measure of input are 
available, indirect measures must be 
sought. 

For example, we have very good data 
on the money value of the output of the 
marketing system in the census statis- 


amine these data separately for wholesal- 
ing. Table 3 contains the data for the 
first step, a measure of output per dollar 
of input, both in actual dollars and in rel- 
atives based on the average for the three 
years. This comparatively crude measure 
of wholesaling efficiency indicates a fall 
in output per dollar of input from $10.90 
in 1929 to $8.70 in 1933, followed by a re- 
covery to $10.10 in 1935. Relative to the 


TABLE 3. WHOLESALE TRADE—UNITED States—SALEs PER DoLiar OF OPERATING EXPENSES, 1929-1935 


Year (Net Sales) 
$ Millions 








Output | Input | 
| (Operating Expenses) 
$ Millions 


Relatives 


Output per Dollar | 
| 1929-1935 = 100 


of Input 





1929 66,983 6,136 $10.90 20 
1933 30,010 | 3,462 $ 8.70 | 88 
1935 42,803 4,220 $10.10 | 508 
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TABLE 4. WHOLESALE TrRaDE—UNITED StaTES—SALES PER EMPLOYEE, 1929-1935 











Y, Net Sales Average Number Average Sales per Relatives 
ial $ Millions Employees for the Year Employee 1929-1935 = 100 

1929 66,983 1,510,494 $44,000 129 

1933 30,010 1,187,688 $25,000 74 

1935 42,803 1,277,717 $33,000 97 














average performance over the three-year 
period, output per dollar of input fell 
from 110 to 88 and recovered to 102. Be- 
fore commenting on the possible signifi- 
cance of these data, let us pursue the 
quest a bit farther and attempt to meas- 
ure output in terms of labor. Table 4 pro- 


sales per dollar of operating expenses be- 
tween 1929 and 1933 may be explained 
by the reluctance to reduce employment 
while drastic cuts in other input items 
was the order of the day. 

But to continue with a somewhat more 
refined analysis, in Table 5 the attempt 


TaBLe 5. RELATIVES OF WHOLESALE SALES, WHOLESALE Prices, AND SALES ADjuSTED FOR Prices, Unirep STaTEs 
1929-1935 = 100 











° iA 
Wholesale Sales Wholesale Price Adjusted holesale 
Year ; ; Sales Relatives 
Relatives Relatives* (Physical Vol. Index) 
1929 145 118 123 
1933 64 82 78 
1935 92 99 93 














* Source: B.L.S. All commodities—Statistical Abstract, 1939, p. 316—converted to base 1929-1935 = 100 


vides data on average output per em- 
ployee, again in terms of dollar sales and 
in relatives, as measures of labor effi- 
ciency. Much the same story is told as be- 
fore, the chief difference being in degree 
of change. The greater relative decline in 
sales per employee when compared with 


is made to arrive at an approximation of 
an ideal figure for output, namely a meas- 
ure of the physical volume of output. 
Achieved by the process of converting 
sales to relatives and dividing through 
by wholesale price relatives converted to 
the same base, we arrive at an index of 


Taste 6. MEAsuRES OF WHOLESALING EFFICIENCY—RELATIVES OF PuysicAL VOLUME OF WHOLESALE TRADE 
Divipep By RELATIVES OF OPERATING ExPpENSES AND EMPLOYMENT 











1929-1935 = 100 

















Output Input (Operating Expenses) Average Employment 
Year Index of Physical | Relatives Adjusted Index of Relatives Index of Labor 
Vol. of Wholesale for Value of Wholesaling of Average Efficiency in 
Trade Dollar® Efficiency Employees Wholesale Trade 
1929 123 113 109 114 108 
1933 78 gI 86 89 go 
1935 93 93 100 96 97 























* Adjusted by use of price relatives in Table 5. To illustrate, the relative of operating expenses for 1929 on the 
base 1929-1935 was 133, the price relative for the same years was 118, and the adjusted relative in the table, 113, 
was the result of dividing the two relatives. 
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TABLE 7. Retai, TRaDE—UnirTeED StaTEs—SALEs PER DoLiaR OF OPERATING EXPENSES 1929-1935 























Output we (Operating Output per | Relatives 
Year (Net Sales) Expenses) Dollar | 1929-1935= 
$ Millions $ Millions of Input 100 
1929 49,115 10,372 $4.73 109 
1933 25,037 6,510 $3.85 89 
1935 33,161 7,592 $4.37 | IOI 
the physical volume of output of wholesale technique to retailing (Table 7) reveals a 


establishments. The next step is the con- 
struction of an index of wholesaling ef- 
ficiency. (See Table 6.) Input data in the 
form of dollar expenditures must first be 
converted to relatives and corrected for 
changes in the value of the dollar, which 
gives the equivalent of an index of the 
physical volume of input. Dividing the 
output index by that for input gives a 
measure of wholesaling efficiency in terms 
of an index of output per unit of input. 
Converting employment data to rela- 
tives and dividing the output index by 
them gives an index of labor efficiency in 
wholesale trade. 

On the basis of these indexes and in 
so far as they are reliable guides to whole- 
saling efficiency, it can be said that, in 
1929, efficiency was g points above the 
1929-1935 average, in 1933 it was 14 
points below, and by 1935 had recovered 
to the average. Labor efficiency in whole- 
saling was approximately as high as 
wholesaling efficiency in general in 
1929, did not fall off as far by 1933, and 
did not recover as much as general 
wholesaling efficiency by 1935. 

Retailing efficiency. Applying the same 


pattern of output (sales) per dollar of in- 
put (operating expenses) quite similar 
from year to year, after conversion to a 
relative basis, to that in wholesaling, al- 
though the absolute levels are approxi- 
mately twice as great in the latter field. 
Average sales per employee are nearly 
four times as high in wholesaling as in re- 
tailing and were relatively higher in 1929 
fell off by some 8 points more than did 
retail sales per employee by 1933, and re- 
covered to a position 3 points above the 
retail level by 1935. (Compare Tables 4 
and 8.) 

The analysis beyond this point cannot 
be made with as high a degree of accu- 
racy in retailing as in wholesaling be- 


cause of the lack of an adequate index of 


retail prices. In order to carry out the 
comparison in method a makeshift retail 
price index has been devised. In so far as 
this index reflects retail price changes, 
and only so far, has the remaining analy- 
sis any statistical validity except as illus- 
trative of a method of measuring retail- 
ing efficiency. There are, of course, limi- 
tations on the accuracy of this method 
arising from defects in the wholesale 


Tas_e 8. Rerar, TRADE—UNITED STaTES—SALES PER EMPLOYEE, 1929-1935 











| Average | : 
, “nF Average Relatives 
y, Net Sales Number Sal . 
“ype @ ° | 2 ( ‘= 
aad $ Millions Employees ne toed 1929-1939 
47, Employee 100 
for Year : | 
1929 49,115 | 4,402,940 $11,10 125 
| 
1933 25,037 3,433,652 $7 fren 82 
1935 33,161 3,961,478 | $ 8,400 94 














lid 
re- 
he 
4 


ot 


rhe 
-ail 


"as 


res, 
ly- 
us- 
ail- 
mi- 
nod 


sale 





THE JOURNAL OF MARKETING 345 





TABLE g. Revatives or Retait Sates, Rerait Prices, anD SALES ApyusTED FoR Prices— 
Unirtep States 


1929-1935 = 100 











—— ——— — ———————— — 
oe 
, Retail Sales Retail Price Adj wees mate od ery 
Year ; ; Relatives (Physical 
Relatives Relatives* , , 
Vol. Index) 
1929 137 125 110 
1933 70 81 86 
1935 93 93 100 











* No adequate retail index being available, a choice of evils was inevitable. In order to illustrate the method, a 
retail price index was constructed by combining the food index of the B.L.S. and the Fairchild Index for the years 
1929, 1933, and 1935 which years were averaged for the base. Equal weight was given to each arbitrarily on the 
basis of the approximate equality of the retail sales of food and of the items covered by the Fairchild index. No 





justification of this index is offered, beyond its utility here to provide a basis for additional analysis. 


price index used above, but that index 
appears to be much more reliable than 
anything in the field of retail prices. 
When the indexes are improved, the 
analysis will become more reliable. 

In the meantime, let us assume that 
we have a useful price index. By follow- 
ing the same method used for wholesal- 
ing, retail dollar sales or output may be 
converted first to value relatives and, 
then, by use of the price index, to the 
equivalent of a physical volume index of 
retail output. (See Table 9.) 

Comparison with wholesaling shows 
that much more violent fluctuations in 
wholesale than in retail sales took place 
between 1929 and 1933, wholesale sales 
dropping from a level 8 points above re- 
tail sales to one 6 points below. Both 
wholesale and retail dollar sales recov- 


ered to approximately the same level by 
1935. As was noted for wholesaling, the 
physical volume index for retailing output 
shows much less extreme change than 
does the value index. (Compare Tables 5 
and 9.) 

Following the same techniques out- 
lined above, an index of retailing effi- 
ciency and one forlabor efficiency in retail- 
ing have been computed. (See Table to.) 
The index of retailing efficiency is almost 
identical with that for wholesaling eff- 
ciency, which may be entirely accidental 
or may mean that the retail price index 
has somewhat more validity in reflecting 
changes from one year to another than 
might be expected. On the other hand, 
the index of labor efficiency in retailing 
reflects practically no change from year 
to year, remaining just under 100 in each 





TaBLe 10. MEASURES OF RETAILING Erric1ENCY—RELATIVES OF PuysicaL VoLuUME oF RETAIL TRADE DiviDED 
BY RELATIVES OF OPERATING EXPENSES AND EMPLOYMENT 


1929-1935 = 100 

















Output | Input (Operating Expenses) | Average Employment 
y | (Index of Physical | Relatives Adjusted Index of Relatives of Index of Labor 
- Vol. of Retail | for Value of Retailing Average | Efficiency in 
Trade) Dollar Efficiency Employment | Retail Trade 
1929 110 102 108 | 112 98 
1933 86 99 87 87 99 
1935 100 100 100 | IOI 99 
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year, while that for wholesaling showed 
quite wide fluctuations from 108 in 1929 
to 90 in 1933 and up to 97 in 1935. 

Manufacturing efficiency. Manufactur- 
ing efficiency has been measured much 
more thoroughly than has marketing ef- 
ficiency, and one could and should draw 
upon the studies made in this field for a 
comprehensive analysis. Data in manu- 
facturing are more plentiful and cover a 
longer time-span than do marketing sta- 
tistics. Since I am concerned in this pa- 
per primarily with marketing efficiency, 
| have chosen to ignore, for the most part 
the excellent work available on manu- 
facturing efficiency and to follow, in so 
far as possible, the identical method I 
have used in measuring wholesaling and 
retailing efficiency. My chief reason for 
this decision is to retain as high a degree 
of comparability as possible in the final 
results. 

I realize that the application of this 
method to manufacturing may leave my 
underlying assumptions open to criti- 
cism. | am making the assumption that 
manufacturing and marketing are rough- 
ly comparable in the fundamental eco- 
nomic sense that each is a major produc- 
ing segment of our total economy. The 
manufacturing process takes certain ma- 
terials, works on them, adds form utility 
to them, and passes them on to the dis- 


TABLE 11. MANUFACTURING IN THE UNITED StaTES—VALUE OF Propucts (OurpurT) CoMPARED WITH 


tributing or marketing system. This 
system takes the goods, works on them, 
adds time, place, and ownership utility 
to them and passes them on to the con- 
sumer. I am assuming that economic 
production is a more or less continuous 
process broken up into major segments 
by reason of the advantages of speciali- 
zation. While manufacturing and mar- 
keting are not strictly comparable by 
reason of the fact that each performs a 
different set of functions, yet they are 
comparable in the sense that each utiliz- 
es certain factors of production or input 
to obtain a certain product or output. 
Whether justified or not in this assump- 
tion, and I am merely explaining it, not 
attempting to justify it here, I believe it 
is worthwhile to carry out the analysis 
for manufacturing efficiency to illustrate 
the possibilities of the method for com- 
paring the efficiency of two or more dif- 
ferent segments of the economy. With 
this caveat, let us continue. 

Census of Manufactures data are 
available for the same 3 years: 1929, 
1933, and 1935, which we have been ex- 
aming. The nearest comparable measure 
of output of the manufacturing industry 
is the value of products which is closely 
akin to the net sales figures of wholesale 
and retail trade. For the nearest approxi- 
mation to a measure of input, I have 


(Input) 


Tota Expenses EQuivALENT,® 1929, 1933, 1935 





Output Input Output 
} 
Year (Value of Products Total Expenses : ; — 
nee } . Per Dollar of Relatives 
of Manufactures) | Equivalent* I ° po 
ye | , Ll O22 ; C= JO 
$ Millions $ Millions 7 1929-1935 
1929 | 68,178 27,578 $2.47 97 
1933 30,557 12,838 $2.38 93 
1935 44,994 16,104 $2.79 109 


* Total expenses in distribution consists of gross margin less net profits. Gross margin is approximately equivalent 
to value added in manufactures. A total expenses equivalent for manufactures has been derived by deducting from 
the Census Bureau figures for value added estimates of total dividend payments by all manufactures for the same years 
from the estimates of the national income, U. S. Bureau of Foreign and Domestic Commerce. 
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TABLE 12. MANUFACTURING IN THE UNITED STATES—THE VALUE OF PRopucTS PER EMPLOYEE, 1929, 1933, 1935 


Value of Product | Employees 





Y Relatives 

car . 

; $ Millions (Wage and Salary) | Output per Employee |  19209-1935=100 
1929 68,178 | 9,684,271 | $7,040 123 
1933 30,557 6,557,925* | $4,659" 81° 
1935 44,994 8 , 262,295 | 


$5,446 95 














* Not strictly comparable with other years by reason of exclusion of corporation officials. The average value 


figures are slightly too high as a result. 
Source: Census of Manufactures, 1937, Part I, p. 22 


TABLE 13. MEASURE OF MANUFACTURING EFFICIENCY—RELATIVES OF PHysicAL VOLUME OF MANUFACTURING 
DivipeD By RELATIVES OF ToTaL ExpENSE EQUIVALENT AND OF EMPLOYMENT 


Output Input 





Index of Physical | Relatives Adjusted 


Year 


(Average of 1929, 1933, and 1935=100 for All Indexes) 


Average Employment 


Index of Relatives of | Index of Labor 





Vol. of for Value of | Manufacturing Average | Efficiency in 
Manufactures* Dollar | Efficiency® Employment Manufacturing 
1929 125 124 101 119 105 
1933 79 83 | 95 | 80 99 
1935 95 86 110 IOI 94 


* Index of manufacturing production, Statistical Abstract of the United States, 1939, p. 774. Indexes for 1929, 


1933, and 1935 converted to base 1929-1935 = 100. 


b Total expense equivalent from Table 11 converted to relatives (base: 1929-1935 = 100) and deflated by use of 


wholesale price relatives in Table s. 


* Column 1 (physical volume), output, divided by column 2 (total expense equivalent), input. 
4 Wage earners, salaried officers, and employees combined. 


computed the equivalent of the total ex- 
pense figure used in wholesale and retail 
trade. (See Table 11.) On a relative basis, 
output thus measured declined slightly 
from 97 to 93 per cent of the 1929-1935 
average between 1929 and 1933 and ex- 
panded to 109 on the same base for 1935. 
Using our second measure, dollar output 
per employee in manufacturing fell from 
123 per cent of the 1929-1935 average in 
1929 to 81 in 1933 and rose back to g5 in 
1935. (See Table 12.)7 When the physical 

7 A more refined measure is that of output per man 
hour, computed by Irving H. Siegel (See “Hourly Earn- 


ings and Unit Labor Cost in Manufacturing,” Yournal 
of the American Statistical Association, Vol. 35, No. 211, 
September 1940, p. 455). Mr. Siegel’s index when con- 
verted to the 1929-1935 basis shows output in 1929 at 
91 per cent of the base, at 104 per cent in 1933, and at 
105 per cent in 1935 (See Table 2, p. 458), or at an in- 
creasing rate between 1929 and 1933. In contrast our 
data showed a substantial drop. Leo Wolman, in com- 


volume index is used to measure output, 
instead of the dollar values, the rough in- 
dex of labor efficiency in manufacturing, 
comparable to that used for measuring 
labor efficiency in wholesaling and retail- 
ing, drops from 105 in 1929 to 9g in 1933 
and to 94 in 1935, all on the base 1929- 
1935 =100. In other words, labor eff- 
ciency in manufacturing, according to this 
measure, declined steadily from 1929 to 





menting on Solomon Fabricant’s study of “Output 
of Manufacturing Industries, 1899-1937” (National 
Bureau of Economic Research Study), states that, 
“During the last decade output per man rose only 
slightly and for part of the period, 1929-1933, actually 
declined. It is estimated from the available data that 
man-hour output in these same years increased, but how 
valid the figures are it is difficult to say.”” From an ad- 
dress on “Physical Output and Efficiency of American 
Manufacturers” before the tenth anniversary dinner 
meeting of the Maurice and Laura Falk Foundation, 
Pittsburgh, Pa., Sept. 24, 1940, p. 29 of the Proceedings. 
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1935. The comparable index of manu- 
facturing efficiency, based upon the use 
of total expense equivalents to measure 
input and the physical volume index to 
measure output, does not parallel the in- 
dex of labor efficiency. The decline from 
1929 to 1933 was six percentage points 
for each but from different levels, labor 
efficiency being 105 in 1929 as contrasted 
with 101 for manufacturing efficiency. 


How to account for the sharp drop in 
marketing efficiency as recorded by these 
indices is difficult to determine. For 
wholesaling, some explanation may lie in 
the reduction of labor efficiency by 18 
percentage points, but no such drop oc- 
curred in retailing, if the statistics are re- 
liable. One possible cause may have been 
the great increase in the number of very 
small establishments in both wholesaling 


TABLE 14. COMPARISON OF ErFiciIENCY INDEx OF WHOLESALING, RETAILING, AND MANUFACTURING 














Indexes of Efficiency Indexes of ide Efficiency 
Year —— 
Wholesaling Retailing Manufacturing | Wholesaling | Retailing Manufacturing 
1929 109 108 IOI 108 98 105 
1933 86 87 ge 99 99 
1935 TOO 100 IIo 97 99 94 











Between 1933 and 1935, a fifteen point 
gain was registered by the index of manu- 
facturing efficiency in contrast with a 
five-point loss in labor efficiency. (See 
Table 13.) 

Comparative efficiency of wholesaling, 
retailing, and manufacturing. How ac- 
curate this method of measuring eco- 
nomic efficiency may be, I leave for 
further study based upon the criticism I 
hope to receive from other statisticians 
here today. No claim is made that the 
method measures the absolute degree of 
efficiency of the areas examined. It does 
permit in so far as it is valid, comparison 
of the relative degree of efficiency, within 
an area, from time to time, and between 
different areas. The pattern of marketing 
efficiency as measured by the indexes is 
very similar for wholesaling and retail- 
ing, almost identical in fact when allow- 
ance is made for the roughness of the 
data. Wholesaling efficiency dropped by 
23 percentage points between 1929 and 
1933; retailing by 21 points. During the 
same period, manufacturing efficiency 
dropped but six points. (See Table 14.) 


and retailing. Despite a high rate of busi- 
ness mortality between 1929 and 1933, 
there were only a few less establishments 
reporting to the census in the latter year. 
A large number of persons normally em- 
ployed in other lines but displaced by the 
depression must have tried their hands at 
wholesaling and retailing. With inade- 
quate capital and, perhaps, limited ex- 
perience, it might be expected that their 
efficiency would be low. 

Another cause may lie in the reduced 
volume of business flowing through the 
marketing channels. Some evidence ex- 
ists that marketing costs in both whole- 
saling and retailing fluctuate with the 
volume of business, decreasing as volume 
rises up to a least-cost point and rising 
again if business is sought beyond the op- 
timum point. A general reduction of sales 
of the magnitude experienced between 
1929 and 1933 may have brought most 
wholesale and retail establishments be- 
low the point of maximum efficiency with 
consequent increasing costs. 

More light might be found on the 
causes of the decline in marketing efh- 
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ciency if the totals were broken down by 
trade groups and by types of operation. 
Such a detailed analysis would undoubt- 
edly reveal wide differences in the pat- 
tern, some areas being particularly de- 
pressed and others showing actual im- 
provement in efficiency. 

The drop in manufacturing efficiency 
of six points from a somewhat lower 
level, 101 as compared with 108 and 109 


for retailing and wholesaling, may be ex- 
plained by the drop of six points in labor 
efficiency. The increase in manufacturing 
efficiency between 1933 and 1935 of fif- 
teen points, while labor efficiency dropped 
five points, is difficult to explain. Here, 
too, as in marketing, a study of individ- 
ual industries might reveal a clue. I leave 
that task for another day. 








EFFICIENCY WITHIN THE MARKETING 
STRUCTURE 


ROLAND S. VAILE 
University of Minnesota 


THE Nature oF MARKETING 


NY CONSIDERATION of efficiency of 
marketing must start with a clear 
recognition of the fact that there are two 
strikingly different aspects of marketing. 
In the first place the provision of time 
and place utilities requires certain phys- 
ical functions in the movement and stor- 
age of commodities, while in the second 
place the use of these commodities by 
specific people requires change in owner- 
ship and market facilities for making 
such change. Efficiency may be consid- 
ered with respect to either of these two 
general aspects of marketing. 
Measurement of efficiency in the phys- 
ical aspects of marketing involve such 
things as: 


(1) Time and motion studies 

(2) The prevalence of cross-hauling 

(3) Choice of channels of distribution so 
as to minimize effort and time 

(4) The extent to which advantage is 
taken of the economy of large-scale 
production in the handling processes 

(5) The trends in the costs, both monetary 
and real, of performing the physical 
functions. 


Measurement of efficiency of markets 
in respect of the necessary changes of 
ownership involves such things as: 


(1) The ease of making contact among 
prospective buyers and sellers 

(2) The completeness of information con- 
cerning conditions of supply and de- 
mand and the promptness with which 
changes in these conditions are re- 
ported 

(3) The adequacy of opportunity for 
“shopping” among different offerings 
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in the formation of market judgments 

(4) The existence and useableness of 
credit and similar facilitating instru- 
ments, one purpose of which is to pro- 
vide a reasonable degree of equality 
in purchasing power as between buy- 
ers and sellers 

(5) The accuracy with which prices reflect 
supply and demand conditions and 
thereby direct the use of resources not 
only in the physical aspects of market- 
ing, but in other lines of production 
as well 

(6) The extent to which the market or- 
ganization permits manufacturing and 
similar production activities to be so 
carried out as to take advantage of 
the economies of large-scale produc- 
tion, but at the same time serves to 
prevent the effects of monopoly such 
as, for example, the restriction of out- 
put that results in a monopoly profit 
to the sellers 

(7) The extent to which the market or- 
ganization encourages the  devel- 
opment of vertical integration and 
thereby avoids unnecessary changes 
in ownership 

(8) The economic effects of attempts to 
shift the demand schedules for specific 
commodities—the effects, that 1s, 
upon individual sellers and individual 
buyers and business in general 

(9) The extent or degree to which the 
market distributes income payments 
proportionally to the marginal prod- 
uct. 


Neither of these two lists of considera- 
tions in the measurement of efficiency in 
marketing is complete. It is believed, 
however, that they illustrate the most 
important points of measurement in the 
test of efficiency. 
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Generalizations concerning marketing 
efficiency at any of these points are dan- 
gerous for various reasons. In the first 
place, there are many peculiar, highly 
personalized combinations of circum- 
stances. The use of brokers, for example, 
is common in the field of manufactured 
food products; but so also is the use of 
selling agents, manufacturers’ branches, 
full-line wholesalers and other types of 
market organization. It is impossible to 
generalize at present as to why one of 
these intermediary organizations is bet- 
ter for one manufacturer in the food field, 
while another serves a competitor; and 
yet the pragmatic test of continuing ex- 
perience shows this to be the case. The 
Harvard Problems Books in marketing 
have cases designed to show some of the 
conditions under which one channel is to 
be preferred over others. Personally I 
have been unable to arrive at sufficient 
generalizations to permit a conclusion or 
series of conclusions concerning the rela- 
tive efficiency of the several possible 
channels. Perhaps their continued exist- 
ence side by side is evidence of a continu- 
ing empirical experimentation in search 
of the most efficient method. Perhaps, on 
the other hand, it is merely evidence that 
circumstances continue to alter cases. 

A second reason why generalizations 
in this field are dangerous lies in the fact 
that our objective data are not adequate. 
They are inadequate both for measure. 
ment of representative situations at a 
moment of time as suggested above, and 
for measurement of chronological change. 
The data in this latter field are improv- 
ing. Perhaps after another decade or so 
we shall be able to make some time com- 
parisons that are both pertinent and 
highly illuminating. At the moment, 
however, there are not many data con- 
cerning change with the passage of time 
that are conclusive either of increasing 
or decreasing efficiency. 


SoME SpeEciFic ILLUSTRATIONS 


It is possible from data at hand to 
make some tentative observations con- 
cerning efficiency in marketing in con- 
nection with several of the suggested 
points of test enumerated above. Per- 
haps none of these are entirely conclu- 
sive, and certainly I would not claim 
that the examples that I shall give ex- 
haust our present fund of information. I 
hope, nevertheless, that they may be 
thought-provoking and may stimulate 
others to delve further into the whole 
question of market efficiency. 


Productivity and Income Payments 


It was suggested above that one point 
for testing market efficiency was the ac- 
curacy with which prices reflect supply 
and demand conditions and thereby di- 
rect the use of resources. Three illustra- 
tions may be used to show what appear 
to be quite different degrees of efficiency 
in this respect: 

(1) In the Fournal of the American Sta- 
tistical Association for September, 1940, 
appeared an article by Irving H. Seigal 
under the title “Hourly Earnings and 
Unit Labor Costs in Manufacturing.” 
From the data presented in this paper it 
is possible to prepare the graph here used 
as Figure I. Assuming the adequacy of 
Mr. Seigal’s material, it appears that the 
physical output per man-hour in the in- 
dustries of the United States increased 
from an index slightly below 70 in I919 
to 100 in 1929 and 136 in 1939. During 
the same period the index of purchasing 
power of hourly wages in manufacturing 
increased from an index of 62 in 1919 to 
100 in 1929 and 140 in 1939. The two se- 
ries move remarkably in unison, except 
that when general prices fell in 1921, and 
again in 1930 and 1931, hourly wages did 
not fall proportionally and thus pur- 
chasing power of the hourly wage rose 
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more than did physical output. These 
data lead to the inference that the labor 
market in manufacturing industries dur- 
ing these two decades operated so as to 


previous to that date there were wide dis- 
crepancies in the price of cotton as paid 
to individual farmers on the same day in 
the same market and for the same grade. 
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Fic. I. Purchasing power of hourly 


raise the wage rate in unison with the 
change in physical output. Perhaps, of 
course, this statement places the cart be- 
fore the horse. Perhaps, that is, the rise 
in wage rate accomplished by the labor 
market led employers to scurry around 
and find methods by which the physical 
output could be increased. Whichever 
came first and tended to cause the other, 
the tentativeconclusion seems well found- 
ed that price and productivity have 
moved together with considerable 
smoothness. 

(2) Similar smoothness has not always 
appeared in commodity markets—even 
in those that are presumably well or- 
ganized and that are commonly said to be 
highly competitive. For example, Robert 
H. Montgomery, writing in 1929 under 
the title The Cooperative Pattern in Cot- 
ton, pointed out that in the years just 


y wage earnings. U. S. manufacturing. 


I quote two paragraphs from his book as 
follows: 


“All of the data collected by the Depart- 
ment of Agriculture in these three investiga- 
tions point irresistibly to the conclusion that 
‘Unhampered Free Competition’ means 
slightly less than nothing at all in securing a 
fair price for his product, to the uninformed 
cotton grower. This is not meant to imply 
that competition does not exist in the pri- 
mary markets; nor should it be taken as a 
condemnation of the buyers in those markets. 
As a matter of fact the agents of the Depart- 
ment of Agriculture report that they failed 
to find in a single case any clearcut evidence 
of an attempt to combine for the purpose of 
limiting competition. Then, the only con- 
clusion left to us is that competition is not, 
after all, the precise, definite, shrewdly cal- 
culating, and eternally just regulator of 
prices that we have been wont to consider it. 
At least not in this specific case. In the mat- 
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ter of English corn prices in 1830 the evi- 
dence may have led to different conclusions. 

“The investigators were unanimous in 
their opinion of the efficacy of competition 
as a determiner of fair prices for cotton. Their 
conclusions, after the Oklahoma study, were 
expressed as follows: “Cotton growers very 
generally measure the desirability of a mar- 
ket by the number of cotton buyers therein. 
A town with four buyers is generally believed 
to be a better market than a town with only 
three buyers. Our work gives us no ground 
for accepting this view—Mountain Park 
has only two buyers, but Mangum has 
twenty-seven street buyers, and we must 
assume that everything that competition 
can do to force the proper respect for quality 
is done in Mangum. If there is a point in the 
State where competition in buying should 
yield its greatest boon to the producer, it is 
here. How then are we to account for such 
a reversal of qualities and prices as are shown 
here? By what operation of the competitive 
principle does it happen that a low Middling 
bale can be bought for $1.55 less than the 
average price of four Ordinary bales, when 
by the published differences of the trade it 
should bring $13.75 more than the Ordinary 
bale? The utter failure of competition to se- 
cure proper discrimination in gradations of 
prices is as much a matter of surprise to the 
writers as it will be to the cotton interests 
themselves.’’”! 


Perhaps the situation in respect of cot- 
ton is worse than for most other similar 
commodities. Certainly the conditions in 
farm marketing of wheat are very much 
better, although perhaps with tobacco 
they are not. Cooperative elevator asso- 
ciations and similar organizations have 
had an important effect in improving the 
conditions of sale under which farmers 
have disposed of their crops. Neverthe- 
less, the example cited is, and remains, a 
striking instance of inefficiency on the 
part of the marketing organization in its 


Re Robert H. Montgomery, The Cooperative Pattern in 
Cotton. The Macmillan Company. New York, 1929. pp. 
40-41. 


function of reflecting properly the cen- 
tral market price back to the farm or lo- 
cal price. 

(3) Even though farmers may receive 
a price for wheat and corn that reflects 
logically the central-market price, the 
market organization for these commodi- 
ties appears to be woefully inefficient in 
establishing a central-market price that, 
itself, is logical. The supply of corn and 
wheat for use in the United States is 
largely an annual matter, the total of 
which should be pretty well known 
shortly after harvest. The demand for 
these products is about as stable as for 
any commodities that might be chosen. 
Consequently, the seasonal price move- 
ments from shortly after one harvest to 
shortly before the next should show a 
gradual increase sufficient to cover the 
costs of storage, financing, insurance and 
the like. The grain exchanges themselves 
have made much of the fact that on the 
average there is a moderate increase in 
price month-by-month during the period 
between harvests. This is as it should be, 
and many writers have drawn the infer- 
ence that the exchanges are highly effi- 
cient in crystallizing a price that nicely 
balances supply with demand and just 
clears the market during the season. 

When individual seasons, rather than 
long-time averages, are considered, how- 
ever, no such nicety of balance is discov- 
ered. In Figure II we show an analysis of 
the seasonal movement of price during a 
40-year period ending with the 1937-38 
season. As an average for the entire pe- 
riod, November was the month of lowest 
price of cash corn in Chicago and the fol- 
lowing August was high; with wheat, 
September was low and May was high. 
The graph shows, however, that in at 
least 10 of the 40 years the price actually 
fellrather than rose between these datum 
months; that the average deviation in rise 
was greater than the average rise; and 
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that the total variation in seasonal move- 
ments of price was from a fall of about 
40 per cent to a rise of over 80 per cent. 

In Figure III, the indices of price of 
cash corn in Chicago for each of five in- 
dividual years out of the past twenty are 
shown by months in comparison with the 
long-time average. These data lead to 
the presumption that more than one er- 
ror of estimate was made in each of these 

























various markets within the United 
States. From his study he proposed a for- 
mula which, if followed, would permit 
potato-growers’ cooperatives and others 
to move their supplies at logically-re- 
lated seasonal prices; to sell in months 
when the price was too high and hold 
when it was too low for the orderly clear- 
ance of the market during the season. 
One trouble with this formula, as with 
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years, thus causing reversals in the direc- 
tion of seasonal price movements. 

When errors of estimate result in such 
striking deviation of prices from those 
that are believed necessary at the begin- 
ning of the season, the market organiza- 
tion can hardly be considered efficient in 
this respect. To be sure, in some years 
the deviations in prices resulted from ex- 
treme changes in the value of the dollar, 
but this does not account for all of them, 
nor even for a majority. 

Some technical studies have been 
made looking toward reduction in these 
errors of estimate. For example, some 
years ago Holbrook Working, then at the 
University of Minnesota, studied the fac- 
tors determining the price of potatoes in 


Seasonal change in Chicago cash price of wheat 
May low as per cent of previous September low, 
40 years, 1898-99 to 1937-38 


many others like it, was that too few 
sellers and buyers paid attention to it. 
When prices were seasonally too high, 
too many sellers held their supplies off 
the market in an effort to force the prices 
still higher; when prices were seasonally 
too low, too many sellers dumped their 
supplies in an effort to sell before they 
went still lower. So long as this sort of 
irrational market behavior exists, per- 
haps it is futile to hope for market effi- 
ciency in this aspect of the problem. 
Perhaps it should be pointed out that 
each of these illustrations dealing with 
the marketing of agricultural commodi- 
ties through central exchanges concerns 
the efficiency of market measurement in 
respect of an existing supply and thus 








1c) 


us 


62 


THE FOURNAL OF MARKETING 





t 
A 
GN 
Ww 

















1921-22 
1929-'28 
4o-year Arve. 
19249-'25° 
1936 - ‘37 
6 P . 4931 -'32 
or ' ! ' ’ ' 1 ' 
™ Y -s Jan Fel Le Apr May Jun Tul Aus Sept Ot 
November Priee: Ave: TF tenTs 
s9aj7a2: 47.0 
1929-25: [1-0 ** 
1927-28: 84.0 
1937-'32: 43.0 
1936-37; /0f0 





. Seasonal movemen 


t of price of Chicago cash corn, 


40-year ave., and § specific years 


clearly falls within the scope of market- 
ing. Estimates of demand prior to pro- 
duction also involve economic questions 
of significance; but perhaps they belong 
jointly in the fields of production, nar- 
rowly defined, and of marketing. 


Accuracy with which Capital Accumula- 
tions Are Directed 
Closely related to the matters just dis- 
cussed are some questions concerning the 


division of capital accumulations among 
various possible industrial and commer- 
cial uses. Studies of mortalities and re- 
placements of business firms throw some 
light on the relative efficiency with which 
new capital is used in various lines of en- 
terprise. Data from such studies may be 
used to show a comparison between mar- 
keting and manufacturing firms. I shall 
make no attempt to analyze all the avail- 
able data in this field, but shall confine 
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myself for purposes of illustration to ma- 
terial gathered in the Twin Cities, Min- 
nesota area. 

From 1926 to 1935 inclusive an aver- 
age of about 20 per cent of all retail gro- 
cery stores in Minneapolis failed or 
changed ownership each year; but new 
stores took their place so promptly that 
the total number changed hardly at all. 
Over 50 per cent of the people who en- 
tered the business as proprietors did so 
without previous experience and after 
they were 45 years of age. Only 25 per 
cent of the new stores lasted as long as 5 
years. This experience suggests strongly 
that many people and, in the aggregate, 
a considerable amount of savings were 
being misdirected into grocery retailing. 
The sign posts that warn against im- 
provident investment either were not 
clear or were not heeded. In any case, 
market organization was unsuccessful in 
the permanent elimination of inefficient 
proprietors.” 

In 1933 Professor Ernest Heilman of 
the University of Minnesota published a 
study of mortality of business firms in 
the Twin Cities.* Here we find an oppor- 
tunity for some comparisons between re- 
tailing, wholesaling and manufacturing 
in this respect. Data are presented that 
show the number of firms opened and 
closed during the five-year period 1926- 
1930 per 100 firms in business in 1930. 


TaBLe I. Firms OpeNED AND CLOSED IN THE TWIN 
CiTIEs, 1926-1930 PER 100 IN BUSINESS IN 1930 


Type of Business | 





Opened Closed 
Retailing 76.4 "9.9 
Wholesaling 56.0 64.9 
Manufacturing 56.7 62.1 


Service | 69.1 61. 





? Roland S. Vaile, Grocery Retailing. University of 
Minn. Press. Minneapolis. 1932. 

> Ernest Heilman, Mortality of Business Firms in 
Minneapolis, St. Paul, and Duluth, 1926-1930. Univer- 
sity of Minnesota Press. 1933. 


The turnover figures are given in Table 
‘. 

Turnover clearly was greater in retail- 
ing than in any of the other three groups. 
Apparently resources were being misdi- 
rected into retailing more frequently 
than into other activities. Perhaps the 
explanation for this phenomenon lies in 
the ease of entrance into the field. 

Marked differences appeared in the 
turnover rate among the several lines of 
retailing. Some examples are given in Ta- 


ble II. 


TABLE II. TurNoveER Rare By Rerait LINES IN 
Twin CiTIEs, 1926-1930 





Retail Lines Opened Closed 
Automobiles 128.1 126.2 
Food 87.8 92.6 
Drugs 55.6 $0.7 
Jewelry 38.3 40.1 
Lumber 15.6 36.5 


In this particular group of trades, only 
lumber retailing showed any substantial 
reduction in number of outlets in the five 
years. Jewelry retailing showed a rela- 
tively low turnover. Each of the others 
showed a high number of new firms en- 
tering the field without any important 
net increase in total number. New capital 
was enticed into these lines of retailing; 
but the evidence suggests that much of it 
was inefficiently used and was either dis- 
sipated or withdrawn within five years. 
This would seem to be prima facie evi- 
dence that market institutions are still 
emerging that are neither efficient nor 
profitable. 

In this same connection we should re- 
mind ourselves, perhaps, of Professor 
Secrist’s studies on The Triumph of Me- 
diocrity. His thesis, you will recall, was to 
the effect that low-cost firms in retailing 
did not stay low cost, but tended toward 
a level of only moderate efficiency. 

One further comment upon this par- 
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ticular test of efficiency: Turnover rates to me a “horse of a different color.” Ef- 
were found by Professor Heilman to be ficiency in production is measured by 
highest among the small firms and were the amount of specific goods that a seller 
moderate to low among larger firms. The can afford to exchange for an amount of 
figures in Table III illustrate the point. money; efficiency in demand manipula- 


TaB_e III. Turnover Rates or Business Finms—NvuMBER THAT OPENED AND CLOSED IN 1926-1930 PER 
100 IN BusINEss IN 1930 BY TypE AND Net WortH 








Net Worth 





Type . 7 7 , “ Unclassified 
| $500 ) Fa) 75 90-500 90 | 100-75 0 2 0. ?.00 rs 
| $5 ,000 and over | $75 ,000-—500 ,000 | $70 ,000-75,000 | $2,000—-10,000 Less than $2,00¢ 


Opened | Closed Opened | Closed | Opened | Closed | Opened | Closed | Opened | Closed 

















Manufacturing 2.9 17.8 11.r | 14.8 | 31.6 | 38.1 76.2 66.6 78.4 86.1 
Wholesale 3.8 | 19.2 9.1 | 19.8 | 28.8 | 35.6 | 103.9 | 84.3 94.1 108.8 
Retail | 2.6 S.4 12.6 7.5 | 21.2 26.3 | 50.2 56.3 94.6 97.2 
Service t%..3 19.0 18.2 3.0 5 


10.4 | 23.6 | 20.3 | 4 


36.4 81.8 78. 








Two points stand out from these data. tion, on the other hand, is measured by 
First, turnover of business firms occurs the amount of money that a buyer will 
particularly among the small firms re- exchange for an amount of goods. This is 
gardless of field. Second, among the large _ neither the time nor place to discuss the 
firms, the turnover was lowest and the _ social desirability of demand manipula- 
balance between openings and closings tion per se; but when advertising effort 
was Closest in the case of retailing. increases without any changes in the 

Thus, perhaps investment had been amount of money buyers will spend on 
more prudently directed into retailing on the commodity, either per unit or in to- 
a large scale than into any of the other _ tal, there is evidence of inefficiency. I cite 
lines. This is, of course, but one measure- as one illustration of such inefficiency the 
ment of these particular phenomena; advertising and consumption of ciga- 
whether or not corresponding measure-_ rettes from 1932 to mid-1939. From Jan- 
ments for other localities and other peri- uary 1932 until January 1937 the indices 
ods of time would show similar relation- of consumption and of advertising of cig- 
ships, I do not know. arettes moved closely together rising 
from about 70 to 100. During the next 23 
years, in contrast, cigarette consumption 

Many of the functions and activities in increased less than 5 per cent, while ad- 
marketing are subject to the same basic vertising expenditure increased nearly 50 
types of engineering measurement as are _ per cent; in the first nine months of 1940, 
other production activities. Their effi- cigarette advertising increased about 25 
ciency may be judged, as Dr. Engle has per cent over the same period in 1939, 
pointed out, in terms of the relationship’ while sales increased only § per cent. Al- 
between inputs and outputs; they repre- though it would be very easy to read 
sent efforts to satisfy human desires with too much into this example, I should like 
a minimum of effort. Advertising and to suggest as a generalization that too 
other attempts to manipulate demand, great zeal in competitive advertising 
on the other hand, have always seemed _ spells inefficiency. 


Attempts to Shift Demand Schedules 
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Fitting the Goods to the Demand 


Retailers frequently claim to be the 
“purchasing agents” for their commu- 
nity. The adequacy of their service in this 
regard may be tested in part at least by 
the rate of turnover of their merchandise, 
since that would seem to be an indication 
of the acceptance of the merchandise by 
the customers. 


(30- 
120Fr 
210PF 


loor 


retailer. Concentration of effort on fast- 
moving merchandise may be profitable, 
but it does not necessarily follow that it 
is in the best interests of consumers. 
People want adequate stocks among 
which to shop. They want to be able to 
satisfy their whims of the moment at a 
convenient market place. They want ac- 
cess not only to the day-to-day, run-of- 
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Fic. IV. Increasing ratio of sales to merchandise inventory 
U. S. Department stores 
1923-1925 = 100 


Most textbooks on marketing state 
the general proposition that the rate of 
stock turn is a good indication of the de- 
gree of efficiency in a retailer’s establish- 
ment; relatively rapid turnover indicates 
a sound choice of stock in relation to lo- 
cal demand, a low interest charge, small 
storage stocks, low handling costs, prob- 
ably low markdowns, and so on. During 
the past 20 years the ratio of sales to 
merchandise inventory in American de- 
partment stores has been increasing reg- 
ularly until it now is nearly one-third 
greater than in 1920. (See Fig. IV.) This 
is a splendid record. It suggests intelli- 
gent selection of merchandise by store 
managers. 

Stock turn as a measure of efficiency 
has usually been thought of in connec- 
tion with the effect on the pockets of the 


the-mill commodities, but also to the ex- 
otics. They want, moreover, an oppor- 
tunity to express their own individuality 
by purchasing some things that other 
people do not want. One wonders, there- 
fore, whether this apparently excellent 
record in increasing the rate of stock turn 
actually results in better service to the 
community. 


Mutltiple-Unit Marketing 


So much has been said in recent years 
about the growth of multiple-unit retail- 
ing and its relative efficiency when com- 
pared to single-unit retailing, that I am 
not going to present any data on the sub- 
ject. Suffice it to say that in the food 
field, at least, evidence continues to ac- 
cumulate to the effect that prices are 
lower in multiple-unit stores than in sin- 
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gle-unit independents by from § to 15 
per cent. I cannot summarize some of the 
implications of this fact any better than 
I did in 1932, to wit: 


‘Any question of social policy with respect 
to this situation turns on whether the possi- 
bility of reducing consumer prices by 6 per 
cent justifies either group or governmental 
action supplementary to competition in 
eliminating inefficient operators. The typical 
family budget in the Twin Cities includes 
$500 to $600 expended in grocery stores. A 
6 per cent savings on these expenditures 
would amount to $30 or $35 a family annu- 
ally. This is not a large amount in the individ- 
ual case, but in the aggregate it is consider- 
able—probably between $4,000,000 and 
$5,000,000 for the two cities. 

“This saving is already available to con- 
sumers if they care to patronize the low- 
price stores. Moreover, another $20 to $25 
a year may be earned by consumers who pay 
cash and carry their groceries home. Even 


if group or governmental action could elimi- 
nate the high-cost, high-price stores, the 
result would be merely to force consumers 
to accept what they are now free to take.’ 


In other words, the efficiency of the re- 
tailing phase of marketing, at least, is de- 
pendent in no small measure upon the 
consumers. Will they purchase from 
smaller stocks; will they be content with 
less service? Perhaps continued experi- 
mentation with new forms such as the 
drive-ins and the supermarkets will some 
day give the answer. At the moment, 
however, the vagaries and whims of con- 
sumers retard the development of effi- 
ciency. Perhaps this will continue to be so 
because we prize the opportunity to 
make our own mistakes above the eco- 
nomic savings that would flow from a 
regimented efficiency. 


4 Roland S. Vaile, Grocery Retailing. Univ. of Minn, 
Press. Minneapolis, 1932, p. 33. 











A CRITICAL ANALYSIS OF RECENT LITERATURE 
DEALING WITH MARKETING EFFICIENCY 


CHARLES F. PHILLIPS 
Colgate University 


N view of the title of this paper, it may 
l sound facetious if I suggest that there 
is practically no recent literature dealing 
with marketing efficiency. Yet, if my in- 
terpretation of the word “efficiency” is 
correct, then my statement is true. 

Exactly what is efficiency in market- 
ing? Professor Slichter tells us that effi- 
ciency “relates simply to the ratio of re- 
sults achieved to the means used,’! the 
implication being that marketing is most 
efficient when it achieves the greatest re- 
sults from given means—or, perhaps bet- 
ter put, when it achieves the maximum 
results per unit of means. But of course, 
Professor Slichter’s definition is of little 
value to us until we develop a measure of 
the “results achieved” by marketing as 
well as the ‘‘means used,” as it is only by 
comparing results with means that effi- 
ciency is measured. 

Now what are the results that mar- 
keting seeks to achieve? If it does not 
sound entirely too elementary, I would 
like to suggest that marketing—as does 
the field of which it is a part, that is, 
economics—seeks to satisfy human 
wants.? And what are the means of at- 
taining this desired result? Once again we 
must go back to Chapter I of practically 
any elementary book on economics and 
recall that the means consist of land, la- 
bor, capital, and management—or, more 


1S. H. Slichter, “Efficiency,” Encyclopaedia of the So- 
cial Science, Vol. V (1931), p- 439- 

2 Of course, not all consumption comes from what we 
ordinarily have in mind by this term. Many people get 
satisfaction from their efforts which result in produc- 
tion. In the following paragraphs, the “consumer” refers 
to a person whose wants are satisfied, irrespective of the 
source from which this satisfaction comes. 
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briefly, economic resources. Hence, our 
marketing system is efficient only as it 
provides the maximum satisfaction to 
consumers per unit of economic re- 
sources. And one marketing institution, 
the chain store, for example, is more ef- 
ficient than another, only if it provides 
greater consumer satisfaction per unit of 
economic resources than does the other 
marketing institution. 

If one accepts the criterion of market- 
ing efficiency which we have just set up 
—which is a test of its social efficiency, 
rather than its efficiency from the point 
of view of the individual business man 
then to test the degree of marketing efh- 
ciency it becomes necessary to devise a 
measure of derived consumer satisfaction 
and of expended economic resources. It is 
here that many studies of marketing ef- 
ficiency fail, for, while they accept cost 
as the measure of economic resources 
used, they do not set up a measure of 
consumer satisfaction. Many of them 
give the impression that marketing eff- 
ciency is enhanced merely by a reduction 
in the cost of marketing. Consider a few 
examples from the recent issue of The 
Annals on Marketing in Our American 
Economy.® In an article on “Integrated 
Marketing Institutions” one writer states 
that “the efficient chain-store system en- 
deavors to reduce the cost of retail opera- 
tion to a minimum, ... ’ thereby con- 
necting efficiency to cost-reduction. The 
authors of “The Competitive Struggle 
for Market Control” point to the low 
cost of chain store warehouses as an il- 


$ Volume 209, May, 1940. 
* William Girdner, idid., p. 55. 
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lustration of the benefits of integration 
to the consumer.® And still another writ- 
er points to the low sales per store and 
high mortality rate of the independent 
store (both of which are reflected in 
higher retailing costs) as evidence of the 
independent’s inefficiency.® 

A few moments reflection will lead one 
to the conclusion that, from the social 
point of view, low cost is not necessarily 
associated with high efficiency. It is so as- 
sociated only when the lower cost is ob- 
tained with no decrease in total consum- 
er satisfaction. But until we develop 
some adequate, usable measure of con- 
sumer satisfaction which can be em- 
ployed along with cost as a measure of 
economic resources, then we are in no po- 
sition to judge the influence of lower 
costs on efficiency. 

Perhaps a few illustrations will be of 
aid in establishing the writer’s position. 
Would the replacement of the 306,531 
remaining independent grocery stores in 
the United States by 100,000 well-lo- 
cated chain store units increase the effi- 
ciency of our marketing system? The an- 
swer rests on an analysis of the influence 
of such a change on (1) costs, as a meas- 
ure of economic resources, and (2) con- 
sumer satisfaction. As regards cost, we 
can be fairly sure that such a change 
would reduce the total cost of retailing 
food. But by no means would this neces- 
sarily indicate an increase in social effh- 
ciency, because there might also be a 
substantial decrease in consumer satis- 
faction. Many customers might have to 
go without credit and delivery service; 
there would be fewer stores so that the 
customer would not find them so con- 
veniently located; the goods carried 
might be more standardized and not so 
well adjusted to the wants of certain 
consumers; and many customers would 


°D. R. Craig and W. K. Gabler, idid., p. 99. 
®°M. D. Taylor, idid., p. 47. 


even miss the pleasure they now get 
from talking with the proprietor of an in- 
dependent store who has lived in and 
with his community for so many years 
that he is really a part of it. Before we 
could say that our replacement plan is ef- 
ficient we would have to measure all 
these and other losses in consumer satis- 
faction and consider them in relation to 
the expected reduction in the cost of re- 
tailing. The only test is whether the 
change increases consumer satisfaction 
per unit of economic resources. 

At many points the study Does Distri- 
bution Cost Too Much?’ amply recognizes 
the fact that efficiency cannot be meas- 
ured by cost alone. For example, at one 
point it is stated that ““... it must be 
remembered that a total figure of distri- 
bution cost throws little light on whether 
distributive costs are excessive or dis- 
tributive operations are wasteful.’’® And, 
at a later point, the matter is stated even 
more plainly: “... clearly, the consum- 
er’s interest is paramount, for distribu- 
tion should exist solely to satisfy his 
wants. How would the consumer’s inter- 
est best be served? The answer is not 
clear. The price he pays must be weighed 
against the services he wants, the con- 
veniences he enjoys and the range of 
choice he gets.”® Probably it was recog- 
nition of the fact that marketing exists to 
satisfy wants that made it so difficult for 
the authors of the study to reach their 
conclusion that distribution does cost too 
much. Any reader of the volume will re- 
call a number of times when the authors 
approached this conclusion and then 
drew away from it as being “too hot to 
handle.” 

Yet, following 348 pages of “back- 
ground,” the book finally reaches this 


7P. W. Stewart, J. F. Dewhurst et al. (New York, 
Twentieth Century Fund, 1939). 

8 [bid., p. 117. 

9 Ibid., p. 296. 
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conclusion. And it reaches this conclu- 
sion only after it forgets all it has said be- 
fore about judging efficiency in the light 
of consumer wants. In the sentence im- 
mediately following its conclusion that 
distribution costs too much it even goes 
so far as to say that its research “‘proves”’ 
this. And what is this proof? Apparently 
it consists in part of the fact that mar- 
keting costs are high because, in the 
words of the study, research shows 
“many features of the distribution proc- 
ess which reveal opportunities for sav- 
ing.”° And what are these opportunities 
for saving? In part they are said to con- 
sist of the existence of “multiplicity of 
sales outlets, excessive services, multi- 
tudes of brands, and unnecessary adver- 
tising.... 7! But who is to judge 
whether there is a multiplicity of sales 
outlets or unnecessary advertising—the 
authors of Does Distribution Cost Too 
Much? or the consumer? In a competi- 
tive economy the answer is obvious 
the consumer. And from the consumer’s 
point of view outlets may not be exces- 
sive and advertising may not be unnec- 
essary. Does Distribution Cost Too 
Much? fails to answer adequately the 
question which it poses because it 
makes no attempt to go to the consumer 
and find out whether he does or does not 
want these costly things which the study 
condemns. 

The writer does not want the criticism 
suggested by the foregoing paragraph to 
be misunderstood. He is not denying 
that there may be too many sales out- 
lets, too many services, and so on. He is 
saying that there is only one judge of 
how much is too much, the consumer, 
and any study trying to pass judgment 
on the validity of marketing cost must 
go to the consumer and find out what he 
wants before he passes judgment. This 

1 Thid., p. 348. 

UM [hid., p. 348. 


Does Distribution Cost Too Mich? fails to 
do. Instead it substitutes its own opinion 
for the opinion of consumers as shown in 
the market place and, by so doing, fai! 
to answer satisfactorily the 
raised by its title. 

Of course, the point which I am stress 
ing—that both results and means must 


question 


be considered in judging efficiency—has 
been clearly and consistent'y recognized 
by many writers. James L. Palmer, un 
der the title “Can Consumer Coopera 
tion Correct Important Defects in Mar 
keting?” indicates a number of ways b) 
which a retail store may reduce its cost, 
such as granting no credit and delivery, 
limiting itself to fast turnover items, us 
ing a low-rent location, selling only 
quantities, and refusing to accept ri 
turned goods." By following such policies 
he says: “I venture the guess that such a 
store as this would cut the cost of retail 
ing in two....’’ But he adds this sig 
nificant phrase, “... if it had any cus 
tomers left.” In other words, costs must 
not be judged by their abolute size but 
only by their contribution to consumer 
satisfaction. If consumers want the 
services which Mr. Palmer has listed, 
then a marketing system which provides 
them, and thereby increases its cost, is 
not inefficient for so doing. It is inefh- 
cient only if, in some other way, the 
wants could be met at a lower cost. 

To sum up our discussion to this point. 
Any study of marketing efficiency must 
begin with consumer’s wants as funda 
mental. A system of marketing is eff 
cient only if these wants are being met 
with a minimum expenditure of eco 
nomic resources. Thus we need some 
kind of objective measure of both con 
sumer satisfaction and of economic re 
sources. While costs are used by prac 
tically all studies as a measure of the 


12 JOURNAL OF MARKETING, Vol. I, No. 4 (1937), PP. 
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latter, too little attention has been given 
to the former. All too frequently effi- 
ciency has been thought of in terms of 
cost alone. I cannot refrain from adding 
that, if some of us really believe that 
cost alone is an adequate measure of effi- 
ciency, then we are encouraging the gov- 
ernment to help us become less efficient 
through the passage of minimum wage 
and hour laws, Robinson-Patman, Fair 
Trade, and chain store taxes. Certainly 
such laws are cost-raising in effect. 


I] 


Even by marketing students who seem 
to recognize clearly that total marketing 
cost alone is no measure of the social effi- 
ciency of marketing, there is an inclina- 
tion to grant that cost is a good measure 
of efficiency for the individual business 
man. Writes Professor Beckman, ““These 
criteria (including, among others, costs 
and margins) are even more applicable 
in measuring the efficiency of a spe- 
cific marketing organization. .. .’”!* Cer- 
tainly, the sponsor of this point of view 
would argue, the proprietor of an inde- 
pendent store is becoming more efficient 
if he succeeds in reducing his cost-to- 
sales ratio! I am doubtful of the valid- 
ity even of this statement, although I 
must hasten to add that sometimes an in- 
crease in efficiency is accompanied by 
falling costs—and in the same breath I 
must say that sometimes it is accompa- 
nied by a rising cost ratio. For what is ef- 
ficiency to the individual business man? 
Certainly, as in the case of society as a 
whole, it is the achieving of the maxi- 
mum desired results per unit of means; 
but in his case results are measured in 
profits and means in expenses.'* Some- 
times, as in the case of many chain 


ST. N. Beckman, “Criteria of Marketing Efficiency,” 


5 


209 The Annals (1940), p. 140. 
* Even profits and expenses, in the accounting sense, 
are not accurate measures of utility and disutility. 


stores, the greatest degree of efficiency 
has been achieved by a curtailment of 
costs; but at other times, as exemplified 
by Saks Fifth Avenue, Marshall Field, 
and a whole host of elite dress shops from 
coast to coast, it has been achieved by 
adding more services and thereby in- 
creasing costs. As a matter of fact, in re- 
cent years even certain grocery chains 
which had previously tried to become ef- 
ficient by cutting costs, have been trying 
to become more efficient by adding to 
their costs in offering credit and delivery 
services to their customers. 


Ill 


If our discussion up to this point is 
sound, then several interesting observa- 
tions may be made. 

First, the fact that marketing cost has 
shown an historical rise (if it is a fact!) 
is no indication of increasing inefficiency. 
Let me hasten to add that this is recog- 
nized by all marketing men, although it 
is frequently overlooked by popular writ- 
ers. Marketing men point to such factors 
as the expanding domestic market, mass 
production, a mechanized agriculture, 
specialization by areas, and the necessity 
for increased selling activities as the cost- 
increasing factors, rather than to growing 
inefficiency. On the other hand, popular 
writers are ap’ to make such complaints 
as that there are too many middlemen, 
their thought being that marketing 
would be more efficient if costs were re- 
duced through elimination of some of 
these middlemen. But service is an eco- 
nomic good just as is a tangible product, 
and if the consumer wants more services 
with his tangible goods—as he apparent- 
ly does when his wealth increases—then 
marketing is not becoming increasingly 
inefficient if it adds to its cost in order to 
provide such services. Interestingly 
enough, even Does Distribution Cost Too 
Much?, which feels that distribution cost 
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is already too high, advocates as a solu- 
tion certain things which would even 
further increase the cost of marketing, 
such as the development of informational 
labeling and more testing of consumers’ 
goods. 

Second, it follows from what has just 
been said that, in specific cases, market- 
ing efficiency may be increased by 
further rise in marketing cost. This state- 
ment would apply in every case where 
the consumer’s satisfaction per unit of 
economic resources would be increased as 
more of our resources are devoted to 
marketing. Thus it might be possible 
(notice that I do not say “‘is likely’’) that 
the gradual rise in the cost ratio of de- 
partment stores is being accompanied by 
increasing, not decreasing, efficiency 
from the point of view of the customer. 

Third, it is absurd to test the efficiency 
of marketing by comparing the cost of 
marketing with the cost of form produc- 
tion. While the study Does Distribution 
Cost Too Much? does not make this error, 
certainly its figures have been so inter- 
preted by many with whom I have dis- 
cussed the findings. But such relative ef- 
ficiency is probably impossible of meas- 
urement at the present time, involving, 
as it would, a comparison of the results 
achieved and means used in marketing 
with results and means in form produc- 
tion. Perhaps Professor Beckman is right 
in suggesting that we would do well 
merely “‘to turn attention to the possi- 
bility of measuring marketing efficiency” 
and forget about trying to compare the 
relative efficiencies of marketing and 
form production. 


IV 
As one glances through recent articles 


on marketing efficiency and costs he is 
struck by the unaniminity with which 


6 “Criteria of Marketing Efficiency,” op. cit., p. 140. 





the writers feel marketing is inefficient. 
To cite a single example, the Twentieth 
Century Fund study opens with the sen- 
tence, ‘“The idea that it costs too much to 
distribute goods and that modern meth- 
ods of distribution are wasteful and in- 
efficient has taken root in the public 
mind.” 


For some time I have been skeptical of 


this general assertion, so during the past 
month I have been trying to test its va- 
lidity. My method has consisted merely 
of asking the general public what it 
thinks about the efficiency of marketing. 
Of course, any politician could have told 
me what I discovered concerning the 
great majority of the consumers—they 
had never thought about it. But as re- 
gards those having an opinion, the an- 
swer was as frequently favorable to mar- 
keting as it was to the contrary. While | 
am willing to admit that my sample was 
small and not chosen with the skill of an 
Elmo Roper (as a matter of fact, some 
people might feel that the sample con- 
tained a considerable bias as most of the 
people interviewed were from a county 
which voted better than three to one for 
Mr. Willkie last November), the opin 
ions expressed are at least some indica- 
tion that a generalization as broad as the 
present one is still open to question. 
Vv 

In conclusion, I suppose it only fair for 
one who criticises marketing cost studies 
as not really measuring marketing efh- 
ciency to set forth an alternative method. 
Of course, if market conditions were per- 
fectly competitive it would not be neces- 
sary to measure efficiency, as the market- 
ing system would always be 100 per cent 
efficient (except insofar as realized satis- 
factions did not coincide with expected 
satisfactions). For undersuch conditions, 
the consumer would carefully express 
his wants in terms of money, always be- 
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ing sure to get the greatest satisfaction 
per unit of money spent; and competi- 
tion among marketers would permit the 
survival only of those most effectively 
fulfilling the consumer’s wants. 

But any such easy answer cannot be 
given to those who must deal with a 
world in which market conditions are far 
from perfect. However, there is a possible 
approach which, while it probably can- 
not be used to measure the efficiency of 
the marketing system as a whole, can 
perhaps be employed in limited sectors. 
It can be illustrated by a relatively sim- 
ple case. 

The town in which my college is lo- 
cated is a small one, containing about 
1700 persons. These 1700 persons, plus 
about 1000 from outside the village 
limits, make up the consumers who are 
to be satisfied with the town’s facilities 
for retailing food. Let us take the prob- 
lem of trying to measure the degree of 
eficiency of the 11 grocery stores with 
which this town is blessed or cursed, as 
you will. Beginning with the consumers, 
we might conduct an_ investigation 
among them to determine the number 
and kind of stores they desire. Of course, 


any such investigation is fraught with 
difficulties, many of which arise from the 
fact, so well stated by Professor Vaile, 
that the consumer “‘is a complex nicely 
balanced, inconsistent organism.’”® But 
after due time the investigation concludes 
that consumers would be as well satisfied 
with seven stores as with the present I1 
stores. Now we turn to operating cost. 
We find that by doing away with four 
stores the expected net cost reduction is 
$10,000 a year, or 30 per cent of the pres- 
ent annual cost of retailing groceries in 
the town. This 30 per cent is a fairly ac- 
curate measure of the amount of ineffi- 
ciency now present, as it takes into con- 
sideration both the results of marketing 
and the means. 

Although there may be much disagree- 
ment with the technique just suggested 
(and I hold no brief for it), if we are 
really interested in measuring marketing 
efficiency, a radically different technique 
than that now employed must be devel- 
oped. And I might add that I can foresee 
many headaches for the marketing men 
who attempt to break ground in this field. 


1% R. S. Vaile, “Consumption, the End Result of 
Marketing,” 209 The Annals (1940), p. 18. 


DISCUSSION: WROE ALDERSON 


Division of Commercial Research, Curtis Publishing Company 


Of the three papers presented this evening 
that by Dr. Phillips contains a view which I 
am able to accept almost in its entirety. Dr. 
Phillips has not presented any statistical 
material but has given us a general view of 
the nature of efficiency in marketing which 
deserves the careful study of anyone who 
does attempt to prepare such statistical 
measures. As I understand it, he feels that 
the term “‘efficiency” begins to lose any pre- 
cise and definable meaning as soon as we get 
away from individual enterprises, particular 
steps in a process, or alternative methods 
for carrying out an objective which is already 


defined. Under a free competitive economy 
the objectives of production and distribution 
are presumably established by consumer de- 
mand and no amount of manipulation of 
figures derived from business records will 
serve for critical evaluation of these ends 
which consumer preferences have established. 
Such criticism can be undertaken chiefly by 
the deductive approach based on a sound 
grasp of the postulates of economic theory. 
Current attempts to project precise measure- 
ments into this field are likely to add further 
confusion rather than to provide any clari- 
fication of basic issues confronting us. 
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Both Dr. Engle and Dr. Vaile have pre- 
sented statistical measures of this sort, and 
the point of view expressed by Dr. Phillips 
will serve as a theoretical basis for criticizing 
the statistical analysis appearing in the other 
two papers. The papers by Dr. Engle and by 
Dr. Vaile are examples of two divergent sta- 
tistical methods which have been used to 
estimate economic efficiency. For want of 
better names they might be called “the cost 
approach” and “the symptomatic approach.” 
Since I find less to criticize in Dr. Vaile’s 
paper and am in substantial agreement with 
some parts of it, I shall offer my comments 
on his paper first. 

Dr. Vaile’s paper represents what I have 
referred to as the symptomatic approach. 
It consists of exhibiting one or more series 
of figures which according to the theories 
held by the analyst should behave in one 
way but which actually appear to behave in 
another. A famous example of this sympto- 
matic approach is the analysis made by Gar- 
diner Means several years ago showing that 
in industries marked by concentration of 
power, adjustment of operations to business 
depression was made by curtailing produc- 
tion rather than cutting prices. An analysis! 
is being presented at the American Eco- 
nomic Association in New Orleans just at 
this time which may go a long way toward 
showing that the Means’ thesis was mis- 
taken. 

The essential finding of this later treat- 
ment is that the response of price and pro- 
duction to a decline in genera! business varies 
mainly with the type of commodity rather 
than with the degree of concentration in the 
industry. In the meantime the earlier analy- 
sis has undoubtedly had large effect on im- 
portant aspects of government policy, so 
that we should all look with great caution 
upon the policy-determining possibilities of 
any similar statistical analysis of marketing 
efficiency. 

To illustrate the point from Dr. Vaile’s 
paper I will comment on only one feature of 
his symptomatic approach to the evaluation 
of efficiency in marketing. Dr. Vaile quotes 


1“Some Problems of Industrial Price Policy’ by 
Willard L. Thorp and Walter F. Crowder. 





some figures showing the trend of sales and 
of advertising expenditures in the cigarette 
industry over a period of years. Since sales 
did not increase as rapidly as advertising 
expenditures he infers immediately that ad- 
vertising is inefficient and wasteful in this 
instance. It seems to me that this statement 
is based on a misapprehension of the function 
of advertising in business. Advertising is 
simply an instrument for performing a sales 
function and is only one of several alterna- 
tive instruments which a manufacturer 
might choose. He chooses advertising be- 
cause in his judgment it is the most economi- 
cal means for moving the merchandise he 
has to sell. It would be quite conceivable for 
increased use of advertising to represent a 
reduction in sales expense even though total 
sales volume remained fixed rather than 
merely increasing at a slower rat., as in Dr. 
Vaile’s example. Companies might find that 
by further advertising expenditure they 
could reduce other types of sales cost. Com- 
panies not advertising before might discover 
that they could put their sales operations on 
a sounder basis through advertising expendi- 
tures. The companies which advertised might 
show a considerably faster rate of increase 
in sales than the industry as a whole. 

If the advertisers in the field were making 
a better product than manufactureres not 
using advertising, there might then be a net 
social gain quite aside from the savings in 
operating cost and without a material in- 
crease in the total volume of sales. I am not 
contending that such a quality shift was 
taking place in the cigarette industry in the 
period reviewed by Dr. Vaile. I am merely 
attempting to suggest the type of unknown 
factor which makes it impossible to infer the 
existence of maladjustment from the fact 
that sales volume and advertising expendi- 
tures did not rise at the same rate. As a mat- 
ter of fact, Dr. Vaile’s contention in this case 
is nothing more than a slight variation on the 
old charge that distribution as a whole is 
inefficient because the cost of distribution in 
relation to sales volume has tended to rise 
over the period of the past thirty or forty 
years. 


These brief remarks about Dr. Vaile’s 
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paper serve to suggest some of the compli- 
cated issues which confront us when we turn 
to the statistical material presented by Dr. 
Engle. His principal objective is to measure 
the relative efficiency of the entire fields of 
wholesaling, retailing, and manufacturing. 
My judgment, in line with the view of the 
marketing process presented by Dr. Phillips, 
is that it just cannot be done. 

Dr. Engle’s approach is definitely a cost 
approach but it is a cost approach lacking in 
a precise definition of the operations whose 
costs are being considered. Taking his index 
for wholesaling efficiency as an example, we 
find that it drops from 109 in 1929 to 86 in 
1933 and comes back to 100 in 1935. There 
is nothing in these figures and the way in 
which they have been derived which could 
not be fully explained by a shift in the char- 
acter of services performed by wholesalers 
in these years rather than a shift in the cost 
of performing identical functions. If there is 
one thing that we do know about the whole- 
sale field it is that the functions performed 
did not remain identical during this period, 
since the field as a whole has been undergo- 
ing a rapid transition. 

Dr. Engle presents his analysis of whole- 
saling efficiency in two steps. First, he gives 
us a set of figures which are essentially sim- 
ple ratios between operating cost and sales 
volume for each year. Next, he endeavors to 
refine these figures by adjusting both sides 
of these ratios by the wholesale price index. 
Obviously if you divide both sides of a ratio 
by the same figure you still have the same 
ratio. Dr. Engle comes out with slightly dif- 
ferent figures in his second analysis but for 
a wholly different reason. In the first in- 
stance he works out ratios first and then 
prepares a series of indexes or relatives for 
these ratios letting the average for the three 
years equal too. In the second analysis he 
works out two series of relatives first and 
then gets ratios between each pair of rela- 
tives. If he had preserved the same order in 
his operations in both cases his results would 
have been identical. This can be illustrated 
by 1929 figures from his tables 5 and 6. Here 
he sets up a wholesale sales relative of 145 
and divides it by a wholesale price relative 


of 118 and obtains a physical volume index 
for wholesaling of 123 for that year. Simi- 
larly, as shown in the footnote to table 6, he 
has an operating expense relative of 133 
which was divided by 118 to give him the 
adjusted relative of 113. Working with these 
two adjusted figures and dividing 123 by 113 
he gets 109 which he identifies as his adjusted 
index of wholesaling efficiency. But if he had 
left out the price adjustment completely and 
simply worked with the two original figures, 
dividing 145 by 133, he would also get 109. 

As between Dr. Engle’s first method of 
computing relatives for a series of ratios or 
working out ratios from two series of rela- 
tives, I would definitely favor the former 
prodecure. The disadvantage of the second 
comes out quite clearly in his Table 14. This 
table contains the indexes of efficiency for 
the three lines of business for each of the 
three years. Wholesaling and retailing both 
stand at 100 in 1935 as compared to 110 for 
manufacturing. However, the sum of the 
indexes is 306 for manufacturing and 295 
for both retailing and wholesaling. Thus the 
1935 index of 110 for manufacturing has to 
be interpreted with relation to a three-year 
average of 102, while the figure of 100 in the 
other two cases must be interpreted in terms 
of an average of 98. Thus this method of 
working out the indexes defeats the principal 
purpose of rendering them directly compa- 
rable in terms of the average for a common 
base period. 

Dr. Engle suggests that these figures can 
be construed as representing contrasting 
trends in efficiency between different lines 
of business. Unfortunately there are several 
other interpretations which are quite as 
valid. For one thing the differences could be 
explained in terms of the changing character 
of products manufactured, wholesaled, or 
retailed. Products are manufactured which 
never pass through wholesale and retail chan- 
nels and other products are retailed which 
are never manufactured or at least not in the 
year to which the figures apply. In 1929 there 
was a great volume of capital goods being 
sold directly to industry which did not pass 
through retail channels and in most cases 
did not pass through wholesale channels. 
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This kind of business largely disappeared in 
1933 but had staged a considerable come- 
back in 1935, particularly in terms of supplies 
bought by the federal and state governments 
for public works and relief projects. In the 
depression year 1933, an exceptionally large 
percentage of the volume sold at retail did 
not pass through the hands of manufactur- 
ers such as farm produce bought directly by 
chain organizations. Second-hand automo- 
biles and re-possessed merchandise of vari- 
ous sorts also helped to swell the 1933 total 
of merchandise retailed although not manu- 
factured in that year. 

A difference could also arise from a shift 
of distribution functions between the three 
major fields. As between two years if the 
distribution functions discharged by whole- 
salers in the first year are discharged pri- 
marily by retailers in the later year, this 
fact would be reflected in a relative increase 
in retailers’ operating costs, although provid- 
ing absolutely no evidence of decreasing 
efficiency in the retail field. Dr. Engle has 
used the same wholesale price index to ad- 
just the operating costs of both wholesalers 
and manufacturers, although it is almost 
certainly true that the trend was quite differ- 
ent during this period for the price of goods 
and services entering into manufacturing and 
those entering into wholesaling. This is one 
more direction in which his indexes may re- 
flect something else than trends in relative 
efficiency. 

Again the total figure on manufacturers’ 
operating costs has been obtained by sub- 
tracting dividends paid, as estimated by 
the Department of Commerce from census 
figures on value added by manufacture. 
With this adjustment in the calculation the 
figures are likely to be colored by changes in 
industrial policy in the payment of dividends 
from year to year. Dividends paid are a very 
poor measure of earnings since earnings may 
go into surplus in various forms rather than 
being paid out as dividends. It is quite con- 
ceivable that in one year manufacturers may 
be paying out most of their earnings as divi- 
dends, in another year putting a large part 
of earnings into the construction of new 
plants, and in another year devoting a large 


part of earnings to the accumulation of re- 
serves against various contingencies. 

Aside from these detailed criticisms of the 
particular results obtained, there are two 
major obstacles to the successful execution 
of an analysis of this kind no matter how 
much our statistical resources might be im- 
proved. Both of these obstacles arise from 
the functional relationship of manufactur- 
ing, wholesaling, and retailing. The three 
fields are entirely distinct in operating meth- 
ods but complementary in their ultimate 
objective of serving the consumer. 

Since their methods are so distinct there 
is no possibility of finding a common yard- 
stick or standard test for measuring relative 
efficiency. Suppose we should attempt to 
determine whether carpenters are more 
efficient than bricklayers or vice versa. This 
is one of the things we can never find out 
directly since the operations are so different 
that there is no way of applying a common 
yardstick. If we had enough individual case 
studies in which the efficiency of carpenters 
was rated by some appropriate test and a 
similar distribution of efficiency ratings for 
bricklayers, we might be able to draw infer- 
ences of some value from a comparison of the 
two distributions. In one case all of the rat- 
ings might be clustered very closely around 
a modal point with the other showing a wide 
variation. Conceivably the one with the 
smaller variation would represent a greater 
competition in efficiency. At least it might 
be inferred that the accepted standard had 
been fixed in that trade for a long enough 
period so that the majority of its members 
had caught up with the standard. 

Again something might be indicated by a 
skewed distribution if such were found. If 
the modal point was near the bottom of the 
distribution it might suggest that there were 
some fixed standards for entrance into the 
field and that many people in the field ex- 
ceeded these requirements only by sufficient 
margin to allow them to enter while a few 
rose well above it. By contrast, another field 
might show a modal point near the top of the 
range indicating a rather definite limit to the 
degree of efficiency which could be attained 
in that field with most of the members who 
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had been in active competition for some time 
near this upper level. Others, however, might 
straggle along considerably below this level, 
either because of inexperience in the field or 
because they were operating in areas where 
they did not feel the full force of competition. 
These suggestions are offered in some detail 
because of a conviction that we must go 
back to individual case studies for basic 
studies of efficiency and that comparison 
between unlike processes will require a con- 
siderably more refined statistical procedure 
than the use of some kind of index based on 
cost averages. 

When we consider the complementary 
character of manufacturing, wholesaling, 
and retailing, questions of their relative 
efficiency are like asking in the case of a bad 
fit whether it is the glove that doesn’t fit the 
hand or the hand that doesn’t fit the glove. 
Certainly many would say that, if the two 
were not adjusted to each other, obviously 
it is the glove that does not fit the hand since 
it was made for this purpose. In reply to this 
we may raise the question as to whether the 
glove is not a perfectly good glove and 
whether inefficiency may have affected the 
hand causing it to pick out the wrong glove. 
This is more than a quip since the manufac- 
turer usually has the responsibility for select- 
ing the channels of distribution which he will 
use. If he picks the wrong channels his mis- 
take may show up as an increase in the oper- 
ating cost of wholesalers and retailers even 
though these same distributors were per- 
fectly adapted to handling some other types 
of products. Uneconomical procedures by 
either the manufacturer or distributor are 
just as likely to show up as added cost on the 
other fellow’s side of the fence as on his own. 
If the manufacturer makes goods that the 
consumer does not want but succeeds in 
selling a considerable volume of them to re- 
tailers and wholesalers, the attempts of the 
distributors to get rid of them are going to 
boost their operating costs. On the other 
hand, if influential distributors violate a 
manufacturer’s sales policy or cancel orders 
without proper notice, their uneconomical 
action will show up as additional sales cost 
for the manufacturer. 


Finally, I would like to point out that the 
ratio between operating cost and sales is 
distinctly not an input-output relation in 
the engineering sense even though Dr. Engle 
has so labeled it. If a manufacturer sells an 
article for $2.00, the wholesaler sells the 
same article for $3.00 and the retailer finally 
sells it to the consumer for $5.00, the sales 
value at each step is not a measure of rela- 
tive output. If it were, the combined output 
of the three steps would be $10.00, or the 
sum of the three figures, when obviously the 
total output is more correctly measured by 
the $5.00 representing the final sales price 
to the consumer. The retailer’s output is 
nothing more than the distribution service 
which he performs upon the goods while they 
are in his hands. To assume that the total 
price he charges measures his output is to 
distort any index of his efficiency because of 
variations in his purchase prices which the 
retailer cannot control. 

Dr. Engle has shown courage and initia- 
tive in trying to bring this most difficult 
field within the realm of statistical measure- 
ment. It is the judgment of the reviewer, 
however, that the particular method of ap- 
proach used in this analysis holds out little 
prospect of success, even though all of the 
gaps in the available statistics which Dr. 
Engle mentions in his paper should have 
been remedied. For the reviewer one of the 
best statements on the subject we are dis- 
cussing is the article on “Criteria of Market- 
ing Efficiency” in the May, 1940 issue of 
The Annals, written by our Chairman, Dr. 
Theodore N. Beckman. I would like to add 
my plea to his that those who are concerned 
with improving the efficiency of marketing 
begin with the present state of the art, ob- 
serve the lines of advance which are already 
being followed, and determine how these im- 
provements can best be extended or con- 
solidated. I am in thorough agreement with 
Dr. Beckman’s conclusion concerning meas- 
ures of relative efficiency which he states as 
follows: 

“The truth of the matter is that as yet no 
valid and satisfactory criteria for measuring 
the efficiency of marketing in relation to that 
of production have been discovered. More- 
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over, the complexity of the situation and the 
wide differences in the two phases of eco- 


nomic activity give little promise of an early 
solution to this problem.” 


DISCUSSION: JOHN ALBRIGHT 
Bureau of the Census 


Professor Vaile, like Dr. Engle, contrib- 
utes to clear thinking on the subject by 
treating efficiency in marketing under two 
major headings: 

(1) Efficiency in the physical aspects of 
marketing, or what Dr. Engle calls 
“engineering efficiency,” and 

(2) Efficiency in respect to measuring 
changes in ownership, or what might 
be termed efficiency in market organi- 
zation and information. 

Rightly, most consideration is given to 
efficiency, or lack thereof, in market organi- 
zation and information. The first subject 
may be left largely to efficiency experts and 
engineers. 

Dangers inherent in generalizations and 
summary conclusions are recognized and 
judiciously avoided by the author. Without 
attempting to indict or convict, he resorts 
to the good old American custom of present- 
ing facts for thought-provoking purposes. 
Through a series of illustrations the spot- 
light is focused on a number of vulnerable 
points in the market structure as it now oper- 
ates, with the inferential question, “How 
come?” Illustrations are well chosen and I 
am sure that he could have expanded the list 
had he elected to do so. 

Like Professor Vaile, I have marvelled at 
the ability of agents, brokers, manufacturer- 
owned sales outlets, cooperatives, and inde- 
pendent wholesalers to thrive side by side 
in the same market, selling similar products 
and frequently performing what appear to be 
overlapping functions. It would seem that 
occasionally an outlet would find itself in 
the awkward dilemma of competing with its 
own customers. 

In this connection I should like to refer to 
some Census figures recently released. The 
Census of Business covers, among other 
fields, wholesale and retail trades. It dates 
back only ten years, but presents statistical 
pictures as of 1929, 1933, 1935, and now 


1939. Admittedly a ten-year period, even 
though marked by rapidly changing condi- 
tions, is too short for drawing definitive con- 
clusions. Nevertheless I hope 
some of the results interesting. 

Wholesale trade as delineated for census 
purposes includes the 
wholesale intermediaries known as agents, 
brokers, commission merchants, 
turers’ sales branches, assemblers of farm 
products, and cooperative marketing asso- 
Ciations as well as so-called ‘“‘wholesalers.”’ 
For purposes of presenting the results, the 
various types are grouped into five categorie 
referred to as: (1) service and limited-func- 
tion wholesalers; (2) manufacturers’ 
branches and sales offices; (3) petroleum 
bulk stations and terminals; (4) agents and 
brokers; and (5) assemblers of farm products. 


you will find 


various classes of 


manufac- 


sale S 


Total wholesale trade—dollar volume 
for all types of operation combined dropp 
from $67,000,000,000 1n 1929 to $30,000,0¢ 
000 in 1933. From the low of $30,000,000,00 


90 in 1935 and, 
summary is- 


In 1933 it rose to $43,000,000,¢ 
according to the preliminary 
sued on December 19, to $55,000,000, in 
1939. During this contracting and expanding 
process the various type segments moved it 
an accordion-like fashion, contracting and 
expanding in such a manner that each main- 
tained its relative position. Slight gains are 
noted for manufacturer-owned outlets, but 
on the whole the general picture may be de- 
scribed as a “moving equilibrium.” 

A tentative conclusion from this would bs 
that each class renders necessary 
nomical services in the marketing system as 
it now functions. Otherwise competition 
would force it to give way. 

Data presented by Professor Vaile on turn- 
over in business establishments, similar to 
those found by McGarry and 
others, serve as a definite challenge. The high 


and eco- 


Professor 


mortality rate, particularly among small re- 
tail stores, violates all classical concepts of 
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the proper flow of new capital. New ventures 
of this type too frequently result in a redis- 
bution of wealth at a dissipated level. 
Retail census figures for 1939, released 
December 17, indicate, however, that as a 
lass small stores meet the pragmatic test of 
vival. They are still with us in large num- 
‘rs. Size tabulations are not yet available 
1939 but the total number of stores was 
per cent above 1929 while sales were off 
‘+r cent. Compared with 1935, the more 
nt census, average annual sales per store 
d little increase for most classifications, 
able exc ptions b ing combination stores 
automobile 


rroceries and fresh meats 
ilers and jewelry stores. 
Possibly this predominance of small stores 
is it should be—approximately 60 per cent 
f all retail stores reported sales of less than 
oco each for 1935. Forty per cent re- 
rted less than $5,000 each. In this connec- 
tion it might be well to recall Dr. Beckman’s 
r of last year pointing out that there is 
such thing as efficiency per se. Efficiency 
must be viewed from the standpoint of the 
ultimate objective desired. Possibly a larger 
cial objective 


freedom of 


sometimes referred to as 
opportunity” warrants the 
ifices entailed by small stores. If so, the 
might well be clearly 
enized, so that tribute is paid where it is 


purpose of tne sacrincs 


Gue. 
Wholesale trade, in terms of one of Dr. 
Engle’s ratios, was less efficient in 1939 than 
ther 1929 or 1935. One di lar of expense 
input—produced, on the average, only $10.00 
output—last year compared with 
210.10 in 1935 and $10.g0 1n 1929. Analyzed 
urther, it is found that larger pay roll per 
llar of sales contributed to increased ex- 


sales 


penses. More employment by wholesale es- 
tablishments and more pay roll may be pre- 
ferred to lower operating expenses. If SO, 


again let us recognize the more important 
objective and pay tribute where tribute is 
due. 

Another of Dr. Engle’s formulae gives 
slightly different results. Sales—adjusted for 
price changes by using price indexes of the 
Bureau of Labor Statistics—per employee 
in 1939, based upon preliminary figures, were 
higher than in 1935 but less than in 1929. 
This, however, may be another way of saying 
that attempts to increase employment of 
wholesale establishments were less success- 
ful than attempts to increase pay rolls. 

In conclusion, may I ask, why not assume 
the initiative when a question of efficiency in 
marketing arises and ask for a statement of 
objectives? Often the would-be critic finds 
himself confused as to the principal objective 
and in the dilemma of wanting to eat his 
cake and have it too. 

I agree with Professor Phillips that the 
ultimate social end to be served by market- 
ing must be left to society as a whole or to 
consumers. Possibly the consumer move- 
ment, should it attain sizeable proportions, 
can give the answer. Until it is forthcoming, 
thought might well be given to the various 
possible consequences of choosing one or 
more of a number of ends, whether they be 
lowest possible price to consumers, fair com- 
pensation for services rendered, largest pos- 
sible distribution at lowest possible price, 
such social objectives as “‘freedom of oppor- 
tunity,” or otherwise. 

A distinct contribution could be made in 
the meantime by publicizing the inconsisten- 
cies in attempting to measure efficiency in 
terms of dual or multiple standards. By mak- 
ing the public aware of these inconsistencies 
and its responsibilities pertaining thereto we 
may hasten the day of the statement of pre- 
ferred ends. 


DISCUSSION: HARVEY W. HUEGY 


University of Illinois 


Professor Phillips facetiously prefaced his 
marks with the comment, “‘there is prac- 
ally no recent literature dealing with mar- 
» ting This naturally leads to 


¢ 


2 ” 
efficiency. 


the remark that, difficult as it may be to crit- 
icize something which doesn’t exist, it is 
evident that a discussion of a discussion of 
the previous discussion is even more difficult. 
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Seriously, however, the men who arranged 
the program must have felt that there was 
some recent literature dealing with market- 
ing efficiency. It might have been interesting 
to examine and compare the statements on 
this topic found in many of the textbooks. 
Recent statistical studies such as Lough 
(High Level Consumption), Engle, Converse, 
Stewart (Does Distribution Cost Too Much?), 
and others, some of which were mentioned 
by Professor Phillips, furnish at least a begin- 
ning toward statistical measurement. Also 
we have cost studies, some of them growing 
out of the Robinson-Patman Act, unfair 
practice acts, and milk marketing acts. The 
evaluation of such studies as have been made 
by the Federal Trade Commission, various 
research bureaus, private companies, the 
Bureau of Foreign and Domestic Commerce, 
and others would probably be worth while. 
Moreover, in a broad sense, do not the volu- 
minous reports of the Temporary National 
Economic Committee deal with the efficiency 
with which goods are distributed to consum- 
ers? In this same sense, the studies of the 
Brookings Institution dealing with a flexible 
price system could be included. And what 
about the books, articles, and pamphlets 
dealing with the consumer movement, many 
of which purport to deal with the efficiency 
of the marketing system? They certainly 
make proposals, for example, the proposal 
for grade labeling, designed to increase the 
efficiency of distribution. 

I mention these only to suggest some of the 
classes of literature dealing with the effi- 
ciency of marketing. I feel, however, that 
my assignment is to discuss the excellent 
paper of Professor Phillips. 

I think most teachers of marketing will 
agree with his main thesis, and that many 
of us have been presenting this point of view 
to our students. 

After stating that marketing seeks to sat- 
isfy human wants, Professor Phillips suggests 
that the ‘“‘marketing system is efficient only 
as it provides the maximum satisfaction to 
consumers per unit of economic resources.” 
This definition of marketing efficiency 
(which, it may be observed parenthetically, 
sets a standard not of mere efficiency but of 


perfection) divides the discussion into two 
major parts: first, effectiveness in the utili- 
zation of economic resources, and second 
measurement of consumer satisfaction. 

In discussing the first of these Professor 
Phillips objects to the fact that many studies 
of marketing efficiency accept cost as the 
measure of the use of economic resources 
while failing to set up a measure of consumer 
satisfaction. This is his criticism of those 
studies which attempt to show the total cost 
of distribution, as the studies of the Twen- 
tieth Century Fund! and of Converse.? While 
total costs may not show the efficiency of 
operation, they do show the magnitude of 
marketing operations and indicate its rela- 
tive social importance, which were probably 
their major purposes. This problem of total 
costs is but one phase of the problem of more 
effective utilization of resources; the other 
phase is the cost of individual operations and 
better performance of the various market- 
ing functions. 

Certainly costs are one of the better meas- 
ures, if not the best measure, of the expendi- 
ture of economic resources. If, as a result of 
this expenditure, the same services are ob- 
tained at lower costs there is greater effi- 
ciency in the use of economic resources, even 
though the cost reduction may not indicate 
maximum efficiency in the sense of attaining 
an absolute maximum. The obtaining of the 
same services at lower costs should increase 
the satisfaction of consumers, nor does it 
seem necessary to measure derived consumer 
satisfaction, for the assumption that lowered 
costs for the same utilities will increase con- 
sumer satisfaction need hardly be questioned. 

We do need to seek additional tests of ef- 
ficiency in the use of economic resources. 
Despite the improvements in cost account- 
ing for distribution and the increased interest 
in this subject resulting from the Robinson- 
Patman Act, there is still room for additional 
study of this subject.’ Frequently when costs 


’ 


1 P, W. Stewart and J. F. Dewhurst, Does Distribution 
Cost Too Much? 

2 P. D. Converse, “Labor Saving Devices in Market- 
ing,” THE JOURNAL OF MARKETING, October 1939, and 
Elements of Marketing. 

* The literature on this subject is growing, e.g., Dis- 
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have been used to measure efficiency and to 
correct inefficiency, the crudity of the ac- 
counting technics has prevented the attain- 
ment of maximum benefits. With continued 
improvement in its methods, cost accounting 
promises to be a sharper analytical tool and 
to bring about more effective utilization of 
available resources. 

We need to seek additional tests of effi- 
ciency in the use of economic resources. Just 
as in the industrial plants of fifty years 
ago the technics of scientific management 
brought about revolutionary changes in 
managerial thinking and accomplishment, 
so in marketing operations there is room for 
more study and understanding of measures 
of accomplishment. We have still to apply 
job analysis and job standardization to much 
of our work. Perhaps time and motion study 
may be used advantageously. Perhaps new 
methods of job study will have to be devel- 
oped to solve the special problems.é 

There is another means of lowering costs, 
changing the nature of the services offered, 
which is connected with consumer satisfac- 
tion. This method results in a change in 
quality. This is the sort of change which is 
brought about by replacing numerous inde- 
pendent grocery stores with fewer chain 
store units. Testing efficiency by a compari- 
son of costs does not directly indicate an 
increase in efficiency, since the operations are 
not exactly comparable. But when the bene- 
fits of the more economical operations are 
offered to the consumer in the form of lower 
prices, if he feels his satisfactions are in- 
creased—and who is a better judge of this 
than the consumer himself—he indicates his 





tribution Cost Accounting for Wholesaling by H. F. Tag- 
gart, Analysis and Control of Distribution Costs by J. B. 
Heckert, and numerous articles in the accounting jour- 
nals: The Fournal of Accountancy, The Accounting Re- 
view, and The N. A. C. A. Bulletin. 

‘Willard E. Freeland, “Scientific Management in 
Marketing,” THE JOURNAL OF MARKETING, April, 1940, 
Part 2. 

* Of course, the more operative divisions of market- 
ing, e.g., sales management, advertising, credit, market 
research, retailing, have developed a considerable body 
of literature on this aspect of the subject. This is to be 
found in textbooks and trade papers, and in the operat- 
ing manuals and internal reports of business firms. 


approval by freely patronizing the new units. 
The new method will then be extended until 
the consumers who respond to this device, 
that is, those whose satisfactions are in- 
creased by the lower cost methods, have it 
made available to them. 

If the economical method does not appeal, 
if consumers desire a “quality” article— 
multitudinous outlets, free delivery, credit, 
liberal exchange privileges, elaborate fixtures 
etc.—they do not patronize the economy 
outlets. They choose other outlets. 

Is there a better test of satisfactions? Is 
this test complete? Only when alternatives 
are offered. Seeking to maximize satisfac- 
tion, an efficient marketing system should 
then be alert to offer a variety of services, 
and to experiment with new methods which 
offer either more quality or less quality, and 
which offer various combinations of services. 

The marketing system is constantly going 
to the consumer and offering him the oppor- 
tunity to pass judgment as to its effective- 
ness in offering him the services he wants. To 
preserve this sort of efficiency we should, of 
course, attempt to prevent monopolies and 
to repeal or forestall legislative measures 
designed to protect particular institutions or 
groups. Measures designed to protect partic- 
ular interests—chain stores, independent 
merchants, wholesalers, manufacturers, rail- 
roads, or truckers—close the door to any 
increase in efficiency or to free consumer 
expression of satisfaction or dissatisfaction 
with the services offered him. 

So long as the consumer has free choice, 
and so long as the free system of competition 
and the vigor and enterprise of businessmen 
continue to effect changes and offer new 
methods and devices, we may trust the con- 
sumer to decide which services represent the 
maximum value to him. Consumer dissatis- 
faction with the existing services or with 
their cost is, in fact, desirable. Such a situa- 
tion should continue to spell opportunity for 
the enterpriser with sufficient ingenuity to 
devise a method which will be more satis- 
factory and with sufficient vigor, intelligence, 
and energy to offer the new method effec- 
tively. 











THE HISTORY OF THE AMERICAN 
MARKETING ASSOCIATION 


HUGH E. AGNEW 


New York University 


Epiror’s Note: This paper was presented at the 
Twenty-fifth Anniversary Dinner of the Association. 


HE FIRST MEETING of what has since 
py into the American Marketing 
Association took place in Chicago in 
1915, where the delegates to the Asso- 
ciated Advertising Clubs of the World 
had gathered for theirannualconvention. 
Who proposed this meeting is one of 
many facts which the present historian 
has been unable to discover. It was 
George Burton Hotchkiss, who had 
charge of the advertising courses at New 
York University, who sent out the letter 
announcing a meeting. Professor Hotch- 
kiss does not know just how he made up 
his list, but it came in part from news 
items in Printers’ Ink and Associated Ad- 
vertising. The latter publication, which 
was the organ of the Associated Adver- 
tising Clubs of the World, also carried a 
notice of the meeting of the teachers of 
advertising. 

An accurate record was kept of those 
who attended, thanks to the new secre- 
tary. There were twenty-eight at the 
meeting, among whom were: Walter Dill 
Scott, Ralph Starr Butler, George Bur- 
ton Hotchkiss, J. W. Piercy, Harry Tip- 
per, Harry D. Kitson, J. B. Powell, 
Mac Martin, W. E. Hotchkiss, Herbert 
W. Hess, E. E. Troxell, Nat W. Barnes 
and Hugh E. Agnew. This comprises a 
list of those still living and more or less 
active. The group decided to have a per- 
manent organization, elected officers and 
a board of directors, and so laid the foun- 
dation to perpetuate their activities as a 
group. 

The discussion at the first meeting 
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consisted in part of what constituted ad- 
vertising and what should be included in 
a study of advertising. Various defini- 
tions had been given up to that time; but 
the practitioners were not in agreement. 
Some said advertising was news. A. D. 
Lasker had recently discovered from his 
friend Kennedy that advertising was 
salesmanship in print. Others were equal- 
ly vague and general. 

The president elected at that meeting 
was Walter Dill Scott, who served for 
one year. G. B. Hotchkiss was made sec- 
retary. It has not been possible to estab 
lish the exact sequence of those that 
followed in the president’s office up to 
1926. As nearly as can be determined at 
this time, the order was: Paul T. Cher- 
ington, of Harvard, 1916-1920;' Daniel 
Starch, of Harvard, ’21; G. B. Hotchkiss, 
of New York University, ’22; N. W. 
Barnes, of Chicago, ’23; H. D. Kitson, of 
Indiana, ’24; E. H. Gardner, of Wiscon- 
sin, 25; E. J. Kilduff, of New York Uni- 
versity, 26; Frederic A. Russell, of Illi- 
nois, 27; Neil Borden, of Harvard, ’28; 
Fred E. Clark, of Northwestern, ’29; 
H. H. Maynard, of Ohio State, 30; Paul 
D. Converse, of Illinois, ’31; Leverett 
Lyon, of Brookings Institution, ’32; Ed- 
mund D. McGarry, of Buffalo, ’33; Wil- 
ford L. White, of Texas, ’34; Harry R. 
Tosdal, of Harvard, 35; Hugh E. Ag- 
new, of New York University, ’36. That 
was the year the National Association of 
Marketing Teachers united with the 

1 As a matter of strict accuracy, Mr. Cherington re- 
signed as president, on account of his heavy duties with 
the Shipping Board during 1918. Hotchkiss was also in 


Washington at the time working for the Personnel De- 
partment under Walter Dill Scott. 
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American Marketing Society to form the 
American Marketing Association. 

The secretaries, with their terms of of- 
fice, were as follows: G. B. Hotchkiss, of 
New York University, 1915-1920; E. J. 
Kilduff, of New York University, 1920- 
1923; N. W. Barnes of Chicago, 1923- 
1930; Hugh E. Agnew, of New York 
University, 1930-1935; Albert Haring, of 
Lehigh and Indiana, 1936-1940, and re- 
elected for 1941. 

You will note that in the list of presi- 
dents, Cherington’s term ran from 1916 
until 1920. This is accounted for by the 
fact that those were war years, and so 
many of the members were participating 
in war work for the Government that it 
seemed inadvisable to hold any annual 
meeting. 

There was a meeting scheduled in St. 
Louis in 1917; but only three members 
attended. None of those on the program 
were present, all having sent their pa- 
pers to E. H. Gardner, who was chair- 
man of the program committee. Bruce 
Bliven, who conducted a course in ad- 
vertising at New York University, but 
primarily represented Printers’ Ink, and 
a priest from Washington University in 
St. Louis were, with Gardner, the only 
teachers present. 

In 1920 another meeting was called, 
and since that time no year has passed 
without one or two meetings. The at- 
tendance at these meetings has grown 
slowly but gradually, which has also 
been true of the membership. At the end 
of the first year, there were 47 members 
representing 32 colleges, and the secre- 
tary’s report showed a balance in the 
bank of $9.36. In 1924 the membership 
had increased to 70, and these repre- 
sented about $0 different institutions of 
learning. Neither the list of members nor 
their connections at the time are availa- 
ble. It was at this time that Barnes be- 
came secretary and did such active pro- 


moting for the Association. He was so 
successful in his efforts that by the end 
of 1929 the Association had 448 members 
scattered over 47 states and 3 foreign 
countries. They represented 157 educa- 
tional institutions; but meanwhile the 
strict adherence to teachers in schools of 
collegiate rank had not been maintained. 
Membership at that time included a con- 
siderable number of high school teachers 
and many more who were giving some 
kind of advertising course in Y.M.C.A.’s 
or similar groups. These members nearly 
all withdrew in the next five years. 

At first there was only one classifica- 
tion of members. By the end of 1924, this 
had been increased to three classifica- 
tions. The active members were either 
teachers or those devoting their time to 
research in nonprofit institutions or were 
in the employ of the Government. Sus- 
taining members were those interested in 
advancing the study of advertising to 
such an extent that they were willing to 
donate ten dollars for membership dues. 
Associate members were those employed 
in business who, because of the high 
quality of their work or because of their 
interest in advancing the teaching of ad- 
vertising as a science, were given a spe- 
cial invitation to join. 

During the early years the Association 
restricted its activities to the annual pro- 
gram. Then it began publishing the pa- 
pers that were presented at these meet- 
ings in the form of bulletins. These were 
a great aid to teachers and also were a 
stimulant for authors. Some of the best 
material that subsequently appeared in 
the textbooks, which multiplied rapidly 
after 1920, first appeared in the bulletins 
of the Association. 

After the abortive meeting of the 
teachers of advertising in 1917, nothing 
was done for two years or more. Then 
E. H. Gardner called a sectional meeting 
which was held at Madison, Wisconsin, 
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with the teachers of journalism. The con- 
bination was not sufficiently coherent to 
hold together, but as the meeting was at- 
tended by representative of the A.A.A.A. 
and of the A.N.A., it was proposed that 
they should give all the assistance possi- 
ble to supply case material, which the 
teachers so much needed. Gardner was 
made chairman of a committee to for- 
ward the plan, and it was under the stim- 
ulus of this committee that the Parker 
Pen story was prepared by John Ben- 
son, then head of the advertising agen- 
cy which handled the Parker Pen ac- 
count. That was the first case actually 
prepared for the teachers. 

In 1924, Professor L. N. Flint, of the 
University of Kansas, was made chair- 
man of the Committee on Teachers’ Ma- 
terials, as the committee had come to be 
called. 

Since the time Gardner had begun the 
good work, the committee had been con- 
tinued, but had taken its duties lightly. 
Not so with Professor Flint; he extended 
the scope of the material solicited from 
advertisers and publishers. As a result of 
the vigor and persistence of his efforts 
the amount of material sent to teachers 
was vastly greater than it had ever been 
before. This was so much appreciated 
that the committee on teachers’ mater- 
ials has continued to be one of the most 
active and important to the Association. 

The first name of the Association was 
the National Association of Teachers of 
Advertising, and the name was fully de- 
scriptive of the activities of a large ma- 
jority of the members. The teaching of 
marketing had not yet emerged as of 
great importance. The techniques of ad- 
vertising, however, were being exten- 
sively explored, particularly the applica- 
tion of psychology to advertising, which 
had been advanced by Dr. Scott in his 
excellent books and by others in their 
texts which followed—Starch, Holling- 


worth, Strong, Poffenberger, Nixon, Kit- 
son, Lucas, and many others. The appli- 
cation of art to advertising was develop- 
ing as classroom study. Frank Alvah 
Parsons perhaps was the first to give a 
series of lectures on this subject and 
these lectures were subsequently in- 
corporated into a widely used text. 
Typography and English were widely 
studied also, and in subsequent meetings 
the relation of these various subjects was 
frequently discussed. 

Another independent and _ informal 
group was destined to have an influence 
on the National Association of Teachers 
of Advertising. At one of the meetings of 
the American Economic Association, Dr. 
L. D. H. Weld approached Professor 
Fred E. Clark and asked him if he did 
not think it would be a nice thing to 
have a luncheon meeting with some of 
the men who were interested in the sub- 
ject of teaching marketing. The idea was 
accepted with enthusiasm. That was at 
the 1918 meeting, held at Richmond, 
Virginia. 

The occasion was so pleasant and 
profitable that the next year at Chicago 
numerous proposals were made that an- 
other meeting be held. It would be some- 
what less than fair to attribute the popu- 
larity of these early meetings to the fact 
that Dr. Weld found a way to defray the 
whole cost of the lunch. That happy 
condition continued for several years. 

At the 1919 Chicago meeting it was 
decided that a similar meeting be held 
each year, although no formal organiza- 
tion was arranged at that time. ““I'wo or 
three years later,’’ Professor Clark ad- 
vises the historian in a letter, ‘“we formed 
an informal committee of three. One was 
to be chairman for the next year, then 
he was to drop out and the committee 
select a successor. This committee con- 
tinued for several years, until the market- 
ing men began to join the N.A.T.M.A.” 
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Barnes had been made secretary of the 
Association in 1923 and at once set about 
building up the organization. One of his 
most important acts was to telegraph the 
marketing group in session at Washing- 
ton in 1923, and ask them to join the 
Teachers of Advertising at their next 
meeting. The response was gratifying; 
most of the teachers constituting the in- 
formal marketing group signified their 
interest in the advertising teachers asso- 
ciation and many of them joined. Sub- 
sequently the name gave recognition to 
the union, when the society became the 
National Association of Teachers of 
Marketing and Advertising. 

Already two or three books on market- 
ing had appeared, and several colleges 
were offering courses in that subject. The 
instructors were accustomed to attend 
the annual meeting of the American Eco- 
nomic Association. According to a letter 
from Professor Paul D. Converse, these 
instructors memorialized the American 
Economic Association in part as follows: 

“The members of the American Economic 
Association who are primarily interested in 
the study of marketing desire a greater dis- 
cussion of the subjects within the field at the 
annual meetings of the Association. We do 
not desire to form a separate organization 
but prefer to see marketing subjects given 
an important place on the programs of the 
Association, especially in the sectional meet- 
ings. We request that the committee elected 
by the marketing group be recognized by the 
officers of the Association in preparation of 
the annual programs. We request that this 
committee be allowed to prepare programs 
for one or more sectional or group sessions 
each year and that the Association officers 
consult with the committee in case they de- 
sire to arrange a marketing program for one 
of the general sessions.” 

The exact response is not available at 
the present time, but with the Teachers 
of Advertising extending the scope of 
their interests and so many of the mar- 


keting instructors joining, the first part 
of the request was disregarded. The part 
pertaining to the extension of the pro- 
grams to include marketing subjects was 
granted, and, since 1924, the marketing 
men have been well represented through 
their own organization, either as part of 
the A.E.A. group, or as one of the learned 
societies which hold their annual meet- 
ings at the same time and place. 

It was a natural outgrowth of the ex- 
tension of the prestige and importance 
of the Association that colleges should 
turn to it for candidates when looking for 
instructors in the field of advertising and 
marketing, and many of the men now 
holding responsible positions were nomi- 
nated by the Secretary or President of 
the Association. This work was made 
more effective when a file was opened for 
those who hoped to enter the field of 
teaching or who had been employed as 
teachers and had for any reason lost their 
positions. Recommending instructors is 
only one of the many functions of the 
Association that should be continued. 

Secretary Barnes had various an- 
nouncements to send out in regard to 
meetings and occasionally the announce- 
ment of a book that was just appearing 
under the name of some of the members. 
Also he made mention of changes in 
positions and advancements in rank. 
The happy name of Natma-Graphs was 
adopted for this house organ for the 
Association. As time went on, it grew in 
importance and came to carry a very 
complete although brief series of book 
reviews for the texts and other volumes 
that pertained to marketing. The Natma- 
Graphs were continued until the National 
Marketing Review was established in 
1935, when they were discontinued and 
the information they had carried ap- 
peared in the Review. 

In 1930 a new committee was estab- 
lished which still functions: the com- 
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mittee on definitions—Dr. Ralph S. 
Alexander of Columbia, Dean George R. 
Collins, and Dr. John W. Wingate of 
N.Y.U.—have borne the brunt of the 
laborious working out, word by word, of 
about fifty definitions of marketing 
terms. These included “‘advertising’’, for 
which the first satisfactory definition was 
enunciated. These definitions have found 
their happy ways into numerous text- 
books, trade magazines, and are rapidly 
gaining a place in the common parlance 
of the marketing craft—as well as in 
dictionaries. 

At the Cleveland convention in 1930, 
Professor Barnes, who had resigned as 
Secretary-Treasurer the previous March, 
appeared before a specially selected 
group, to exercise his excellent promot- 
ing ability for a new organization which 
became the American Marketing So- 
ciety. This was an ambitious under- 
taking, as the new Association was to 
have national representation in the 
various cities. Owing to the severe finan- 
cial depression which followed in 1931 
and 1932, and the economic emergency 
which has since prevailed, the growth of 
the American Marketing Society was 
slow. The first President was Paul T. 
Cherington, who was then with the 
J. Walter Thompson agency. He served 
two terms. L. D. H. Weld, of McCann- 
Erickson Company, followed, and Frank 
M. Surface, Paul H. Nystrom, and 
Krank Coutant succeeded in the order 
named. Chapters in Boston, Phila- 
delphia, Washington, Cleveland, New 
York and Chicago had been established. 
The total membership at the time the 
combination was effected with the 
N.A.M.T. was something over 300, just 
a few less than that of the older member 
of the union. 

In 1934, the American Marketing So- 
ciety established the American Market- 
ing ‘fournal with Frank M. Surface as 


editor. The following summer the Na- 
tional Marketing Review issued its first 
number. These two publications were 
very similar in character and purpose. 
Their contributors were often the same. 
Some of the readers belonged to both 
organizations, and practically all of them 
had the same interests. Also their edi- 
torial boards overlapped. So it was in- 
evitable that the two should be combined 
into one larger and richer publication. 
That was accomplished with the July, 
1936, issue, which was given a new dress 
and a new name. THE JOURNAL OF MAR- 
KETING, with Dr. Nystrom as editor and 
Nathanael H. Engle as managing editor. 
This quarterly publication is scientific 
in method and outlook, and an organ of 
which any scientific society might justly 
be proud. 

Considering the very great changes 
that have occurred in the quarter cen- 
tury and more that this Association has 
been in existence, its list of names indi- 
cating change of interest is brief. Start- 
ing in 1915 with the National Associa- 
tion of Teachers of Advertising, there 
was no change for the first eleven years. 
Then the name was changed to include 
those who were teachers of marketing, 
and for seven years the masthead read 
“National Association of Teachers of 
Marketing and Advertising.” In 1933, 
this name was shortened to National 
Association of Marketing Teachers. The 
thought was not to eliminate advertising 
as an active part of the Association’s 
interest, but, inasmuch as advertising 
was one of the fields of marketing, it did 
not belong in the Association name any 
more than Salesmanship, Sales Manage- 
ment, Research or Retailing. And now 
since 1937 we have the new same of the 
American Marketing Association. 

From the elementary consideration of 
what constituted advertising, the scope 
of study and interests of the Association 
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have been very widely extended. While 
our members are still actively interested 
in what constitutes good business prac- 
tice, they are no longer restricted to 
business as a source of such information. 
On the contrary, business is more and 
more turning to members of our Asso- 
ciation for guidance in scientific method. 

We shall need in the future, and in the 
very early future, to start to promulgate 
a philosophy of marketing. It is some- 
thing that is strangely lacking from a 
subject that has been much discussed, 
that has been written about profusely 
and that has been the subject of so many 
interesting meetings. 

In the future, we may hope for a very 
high degree of perfection in the develop- 
ment of scientific procedure in research 
in which the American Marketing Asso- 
ciation will certainly lead. But develop- 
ing technique is not enough—important 
as itis. What we need most is to get some 
basic principles which shall be the guid- 


ance for marketing processes. We need 
an Adam Smith in marketing. Perhaps 
it is too much to hope that some one man 
will produce as profound and extensive 
influence in marketing as the Wealth of 
Nations produced in economic thought. 
But what may be too great a work for 
one man should not prove insurmount- 
able for such a group of men as are repre- 
sented by the American Marketing 
Association. 

We have passed the place where we 
teach only what business does. We do 
not hesitate to criticize business where 
it is inefficient in method or uneconomic 
in purpose. Those members who are 
practitioners, with few exceptions, are 
no longer satisfied merely to get the 
answer the “boss” wants. Rather they 
have reached the position where, if their 
answer is the one the boss wants, they 
are dubious of their own accuracy. 

In short, we are well on our way to 
become a profession. 








EARLY EXPERIENCE IN TEACHING COURSES 
IN MARKETING 


L. D. H. WELD 


Director of Research, McCann-Erickson, Inc. 


Eprror’s Note: This paper is a summary of the re- 
marks given informally by Dr. Weld at the Twenty-fifth 
Anniversary Dinner of the Association. 


HAVE MADE no special attempt to find 
l out just when and where the first 
courses in marketing were given, or when 
the word “‘marketing”’ was first used in 
the title of a course. The evidence seems 
to indicate that the subject was first 
taught at the University of Michigan in 
1902 and at Ohio State University and 
the University of Pennsylvania in the 
college year 1904-05, and that Penn- 
sylvania first used the word “‘marketing”’ 
in the name of the course given in 1904- 
1905. 

The Harvard Business School appar- 
ently entered the field in 1909 but did 
not use the word “‘marketing” in de- 
scribing its course until several years 
later. Since Professor Maynard of Ohio 
State has been researching in this field, 
he undoubtedly has definite information 
on the points involved.! 

Whenever the first courses in market- 
ing were given, I can’t help wondering 
what subject matter was used in teach- 
ing, and whether these early courses con- 
tained enough material along the lines of 
what we now consider marketing to de- 
serve to be classified as marketing 
courses. I get this feeling from the fact 
that when I entered the field in 1913 I 
could find practically no literature on the 
subject. There is no doubt, however, but 
that a real beginning was made in these 
early courses. 

The excuse for this little screed is that 

1 Cf. H. H. Maynard, “Marketing Courses Prior to 
1910,”’ elsewhere in this issue. 
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I have been asked to write out some of 
my personal reminiscences, as I pre- 
sented them when I was chairman of the 
25th anniversary dinner of the American 
Marketing Association in Chicago on 
December 27, 1940. 

I went to the University of Minnesota 
as an instructor in Ig12 and spent the 
first year in the Economics Department 
on the main campus. In 1913 I was 
shifted to the College of Agriculture 
which was very anxious to develop a 
knowledge of how Minnesota products 
were marketed. There was a great de- 
mand among farmers for inform:.tion on 
this subject, and on the general question 
of cooperative marketing. 

Fortunately, I was supposed to spend 
most of my time in research work to find 
out what became of Minnesota farm 
products after they left the farmer. I had 
to teach only one course, and that was 
on the marketing of farm products. The 
word “marketing” appeared in the name 
of the course—undoubtedly the first 
time that this word had been used in con- 
nection with a course on the marketing 
of farm products. Taylor and Hibbard 
were using some material on marketing 
in their courses in farm management at 
the University of Wisconsin at the time. 

When I began to teach marketing in 
the fall of 1913 there was practically no 
literature on the subject. I had to go 
out and dig up my own information. 
I studied at first-hand the movement of 
grain through and the use of future 
trading in the Minneapolis Chamber of 
Commerce. I wrote a report on this sub- 
ject for the Bureau of Markets in Wash- 
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ington, but this material was never pub- 
lished because it put future trading and 
its economic functions in too favorable 
a light! I was also called before a legis- 
lative investigating committee in Minne- 
sota which tried to prove that I had been 
instructed by the trustees of the Uni- 
versity to teach my dangerous doctrines 
about the efficiency of grain marketing 
through the Minneapolis Chamber of 
Commerce and the functions of future 
trading! 

I personally followed shipments of 
butter and eggs and other commodities 
from the country shipper in Minnesota 
through the wholesalers, jobbers, and re- 
tailers to New York, Chicago, and other 
cities. I analyzed each item of expense 
involved in this passage through the 
channels of trade. 

I studied the methods of determining 
price quotations, the operations of butter 
and egg exchanges, and the auction mar- 
kets in Eastern cities. I also studied at 
first hand the operations of the coopera- 
tive shipping associations of Minnesota 
and issued bulletins on this subject. 

As a result I was not only able to give 
my students first-hand information that 
had never been collected, but was able 
at the same time to develop in my own 
mind some general fundamental prin- 
ciples about marketing, including the 
functions of middlemen, the factors af- 
fecting the cost of marketing, etc. 

By the end of two years of this work 
I had written my book, ‘““The Marketing 


of Farm Products,” in which I could 
refer to very few printed sources of ma- 
terial. This book was finished in 1915 
but was not actually published until 
early in 1916, after I had gone to Yale. 

In the meantime I had had a chance 
in 1914 to read a paper before the Ameri- 
can Economic Association on “‘Market 
Distribution.” This was the first scien- 
tific presentation of the subject of mar- 
keting, as we know it today, before that 
Association. Shortly after this I was 
offered a professorship in the Sheffield 
Scientific School of Yale, where I con- 
tinued to teach marketing, and where | 
kept up my research work in this field, 
mainly in the marketing of manu- 
factured goods. 

From then on courses in marketing be- 
gan to develop in various universities, 
and articles on marketing methods and 
costs gradually began to appear. But 
these courses were few and far between 
for several years. After two years at 
Yale, I had joined Swift and Company, 
and in 1918 at a meeting of the American 
Economic Association in Richmond I 
was able to scrape together five or six 
men who were interested in marketing, 
and we had dinner together. This group, 
which I assembled yearly at subsequent 
meetings of the American Economic As- 
sociation, grew fairly rapidly, and was 
soon important enough to get a place on 
the Economic Association’s program for 
round table discussions of marketing. 








MARKETING COURSES PRIOR TO 1910 


H. H. MAYNARD 
The Ohio State University 


Eprror’s Note: The celebration of the twenty-fifth an- 
niversary of the American Marketing Association and its 
predecessor organizations has provoked a friendly discus- 
sion concerning priorities in the teaching of marketing. 
Professor Maynard, after careful investigation, awards the 
title of ‘‘pioneer” to Professor E. D. Fones and the Uni- 
versity of Michigan. His article presents the supporting 
evidence. It is printed here because it fits in well with the 
preceding papers by Professor Agnew and Doctor Weld. 


HE INFORMATIVE address of Dr. 

L. D. H. Weld at Chicago in Decem- 
ber, 1940,! in which he abstracted certain 
of his experiences as an early teacher of 
marketing again renewed interest in the 
question of when the field of marketing 
first became an area of university in- 
struction. The present author has been 
asked by the editor to supplement cer- 
tain investigations of this subject which 
had been carried on by him in the past 
and, if possible, to throw additional light 
on the subject. 

In undertaking the study he has bene- 
fited from certain comments on the sub- 
ject which were already in the files of the 
editor. Particular reference is made to 
unpublished memoranda by Professor 
Paul T. Cherington of New York City 
and Dr. Richard R. Mead of the Mar- 
keting Department of the University of 
Pennsylvania. The first of these refers to 
Professor Cherington’s early course, 
1909, in the Harvard Graduate School 
of Business and to the fact that the 
writer has concluded that it was not the 
first course in the field but that the honor 
should be given to an offering at Ohio 
State University in the academic year 
1904-05 by Dr. J. E. Hagerty. The 
memorandum by Dr. Mead develops the 
history of courses in marketing at the 


1 Cf. L. D. H. Weld, “Early Experience in Teaching 
Courses in Marketing,” elsewhere in this issue. 
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Wharton School. Because of the fact 
that the writer of the present note had 
gone far enough into the subject to know 
that the issue was confused and because 
of an interest in throwing further light 
on the question, he consented to make 
further study of the subject and to make 
the results available to others. 

The issue is made complex by the fact 
that there are two distinct tests of what 
might constitute the first course in 
marketing. One would base the claim on 
the first use of the word “Marketing,” 
while the other views subject matter 
rather than a word in a title as being of 
most importance. The writer is inclined 
to agree with the latter of the two points 
of view. 

If this test be adopted we must be 
greatly interested in a course offered in 
1902 in the Economics Department of 
the University of Michigan by Assistant 
Professor E. D. Jones, entitled “The 
Distributive and Regulative Industries 
of the United States.’ According to 
Dean C. E. Griffin it appears that Dr. 
Jones joined the Michigan faculty in 
that year and that, in addition to the 
course under discussion, he offered two 
others, one in Commercial Geography 
and another in the field of Manufactur- 
ing Industries. Later Dr. Jones made 
notable contributions in the field of In- 
dustrial Management and is now living 
in retirement in Columbus, Ohio.” 

The description of this early course 
printed in the catalog of the University 
of Michigan is as follows: 

2 Because Dr. Jones was in California when the fact 
of his early course came to the attention of the author, 
it has not been possible to secure further details regard- 


ing it. It is hoped to prepare a memorandum relative to 
its content for later publication. 
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“This course which alternates with Course 
34,° will include a description of the various 
ways of marketing goods, of the classification 
grades, brands, employed, and of the whole- 
sale and retail trade. Attention will also be 
given to those private organizations, not 
connected with money and banking, which 
guide and control the industrial process, 
such as trade associations, boards of trade, 
and chambers of commerce.” 


From this brief description it is ap- 
parent that a good portion of this course 
was devoted to what we would now con- 
sider as belonging in the field of market- 
ing. Whether it was a major or minor 
part cannot be determined from the 
catalog description. Although the author 
is familiar with the frequent discrep- 
ancies between catalog descriptions and 
actual offerings in the class room, he be- 
lieves that this offering, so far as he is 
able to determine, has the best claim to 
the honor of having been the first course 
in marketing in any American univer- 
sity. It is hoped that the printing of this 
statement may lead others to make 
further investigations and to print the 
results of their studies if they find an- 
other course which is entitled to priority. 

In 1903-04 the work offered by Pro- 
fessor Jones became more specialized by 
adding a semester course in the “‘Dis- 
tribution of Agricultural Products’ and 
another in “Wholesale and Retail 
Trade.” At this time the course offered 
the preceding year was so changed as to 
emphasize the manufacturer’s marketing 
problem. It thus appears that as early 
as the academic year 1903-04 the field 
of marketing had reached a fair state of 
development on the campus of the Uni- 
versity of Michigan. 

Doctor Mead, in his interesting memo- 
randum, reports that the first offering in 


_* Course 34 was a course in “The Technique of For- 
eign Trade.” It is not known whether Dr. Jones also 
taught that course when it was first introduced. 


the Wharton School of the University of 
Pennsylvania which seems to fall within 
the field of marketing was introduced in 
the autumn of 1904 under the title, “The 
Marketing of Products.” The descrip- 
tion in the University catalog is as fol- 
lows: 

“The methods now practiced in the organi- 
zation and conduct of the selling branch of 
industrial and mercantile business. The 
principal subjects in the field are publicity, 
agency, advertising, forms and correspond- 
ence, credit and collections, and terms of 
sale.” 


From this description the author 
agrees with Dr. Mead that the principal 
emphasis was upon publicity and adver- 
tising. If we include in the field of mar- 
keting the various functional courses, 
and it seems to be clear that this should 
be done, this course must be thought of 
as a marketing course but one distinctly 
in the area of advertising and sales pro- 
motion rather than in basic principles. 
The teacher was Mr. W. E. Kruesi. 

The academic year 1904-05 has the 
distinction of having witnessed the offer- 
ing of three courses in or closely allied to 
the field of marketing, for, in addition to 
the course just mentioned at the Whar- 
ton School, Dr. H. S. Person, later for 
many years Dean of the Amos Tuck 
School of Dartmouth College, began to 
teach a course entitled ““Mechanism of 
Trade.” Although it is possible that it 
should be considered to be a course in 
marketing the writer must, on the basis 
of its catalog description, classify it as 
dealing with certain institutions “having 
for their function the regulation of the 
production and distribution of prod- 
ucts.”” Emphasis was given to boards of 
trade, transportation agencies, labor 
organizations and the organization of 
exchanges. 

The same year, 1904-05, Dr. J. E. 
Hagerty, who later became the first 
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Dean of the College of Commerce and 
Administration of the Ohio State Uni- 
versity, offered a three-hour course en- 
titled “The Distribution of Products.” 
The next year it was expanded into a 
full year’s work, two terms being devoted 
to Distributive and Regulative Indus- 
tries and the third term to “Commercial 
Credit.”” This course was one of the 
earliest, if not the earliest course in 
credit in any of the universities. The 
title of the marketing portion of this 
course was changed in 1907 to “‘Mercan- 
tile Institutions,” and in 1916 this again 
gave way to the newer term ‘“‘Market- 
ing’ as a course title.‘ From many con- 
versations with Dr. Hagerty as to the 
content of this course and from the de- 
tails given in the article above cited, the 
author feels that there need be no reser- 
vation as to the right of this course to be 
classified as purely a marketing course. 
But it is felt that the Michigan offering 
is entitled to prior rating. 

Dr. Paul T. Cherington writes in the 
memorandum earlier mentioned that in 
February, 1909, he offered in the Grad- 
uate School of Business Administration 
at Harvard University a course known 
as ““Commercial Organization and Meth- 
ods.” Although for many years he be- 
lieved that this was the first course in 
marketing and he thinks that the ma- 
terial offered in it should be classed as 
marketing, he states that the other 
courses should be recognized as having 
been offered at earlier dates. 

New York University seems to have 
touched upon some of the material of the 
present field of marketing in two courses, 
one “Business Organization and Prac- 
tice,” which included work in markets, 
good will and trade marks, and the other 


‘ For further details of these early courses the reader 
is referred to the article by Dr. Hagerty in the July, 
1936 edition of this journal entitled “Experiences of an 
Early Marketing Teacher.” 


,’ 


“Raw Materials,” which naturally en- 
compassed some reference to methods of 
marketing such products. But those 
familiar with the courses do not believe 
that they should be considered to be in 
the field of marketing. This university 
began the offering of Advertising in 
1905 and of Salesmanship in 1907; but 
both were dropped in 1909. 

The University of Pittsburgh was of- 
fering a course in ““The Marketing of 
Products” as early as 1909, although 
there seems to have been some break in 
the offerings in this field, and Dean C. S. 
Tippetts believes that they did not enter 
the field permanently until 1916. 

The catalogs of Northwestern Univer- 
sity show that, beginning with 1908, 
courses were included in Merchandising 
and in Advertising and Salesmanship. 
Professor Fred E. Clark, however, states 
that neither of these courses was actuall) 
offered until the academic year 1909-10. 
Descriptions of these courses seem to 
place them clearly in the marketing cat- 
egory. In view of the later prominence of 
President Walter Dill Scott in the field 
of Advertising and because of his many 
contributions to it, it is worthy of note 
that it does not appear that he taught 
courses in this subject until 1909-10, 
when he is indicated as the teacher of a 
course entitled “Psychology of Business, 
Advertising and Salesmanship.”’ 

An effort has been made to locate ear- 
lier courses in other universities. The 
data are far from complete; but, in view 
of certain investigations by others as well 
as a long-time study of the subject by the 
author, it appears that the facts are as 
herein indicated. Perhaps one error has 
crept into the report, viz., that courses 
printed in the bulletin were not actually 
offered. But this does not seem to be true, 
for Drs. Jones, Person and Hagerty and 
Mr. Kreusi seem to have all actually 
taught the courses credited to them. 
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RETAILING AND CONSUMER MOVEMENTS 


KENNETH DAMERON 
The Ohio State University 


Epiror’s Note: The four papers and two discussions 
which follow were presented at a session on “Retailing in 
‘4g. Professor Delbert F. Duncan, Northwestern Uni- 
versity, was chairman of the meeting. 


view the attitudes of retailers toward 
the consumer movement and (2) to ana- 
lyze the activities of retailers with re- 
spect to the consumer movement. 

Most problems of the retailer-con- 
sumer movement are as old as trade it- 
self. But the actions and attitudes of 
consumers themselves now give rise to 
special problems which are a part of the 
consumer movement. 

An important characteristic of the 
consumer movement is the activity now 
going on, with more or less organized ef- 
fort, to advance the interests of consum- 
ers as apart from other economic interests 
of producers, distributors, employers, la- 
bor, etc. It focuses attention on the rapid 
development of an active interest on the 
part of individuals in their economic 
problems as consumers. It is, in addition, 
a movement toward education in com- 
modities and services for consumers, dis- 
tributors and manufacturers. It has be- 
come a two-way process in which con- 
sumers learn more about their needs and 
how to meet them as well as the prob- 
lems of business in meeting these needs. 
Business, in turn, learns more about con- 
sumer demands and how to meet them. 

The consumer movement is further 
characterized by organized effort, some 
collective action, consumer representa- 
tion in legislative matters affecting them, 
the growth of consumer education, a 
voice in management (some considera- 
tion in business policies and practices 
affecting them), a widening interest in 


I' Is THE Object of this paper (1) to re- 


national economic policy relating to con- 
sumers, a new emphasis on the consum- 
ers’ interest in complete information as 
to prices and qualities of goods and as to 
services and costs and efficiency of dis- 
tribution; and, in addition to getting 
their money’s worth, a consideration of 
ways and means of increasing income 
and redistributing wealth. 


ConsuMER MoveMENT A Propuct 
oF Economic EvoLuTIon 


The consumer movement is a product 
of economic evolution. It evolved during 
the transition from a handicraft to an in- 
dustrial economy. In its early days, it 
was generally identified with the labor 
and agricultural movements. The World 
War gave some impetus to consumer ac- 
tivities; but it was the protest literature 
of 1927 and 1928 which provided the 
dynamo that generated the movement. 
It passed through a “name-calling” 
phase, and today consumer leaders and 
retailers are willing to cooperate with 
business. This consumer-business coop- 
eration is one important result of the ed- 
ucational efforts of consumers and busi- 
ness. 

In 1919 and 1920 following the World 
War, prices of consumer goods were very 
high. Consumers protested these high 
prices and gave vent to their protests in 
what were known as overall parades, 
buyer strikes, meat strikes and rent 
strikes. There was even talk of organiz- 
ing a nation-wide middle class union in- 
tended to represent consumers’ interest. 
As a part of this movement, legislation 
was passed against profiteering, a term 
that had come into use at that time, and 
an extensive congressional investigation 
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followed on the causes of the high costs of 
living.! The brief but sharp period of de- 
pression that occurred in the latter part 
of 1920 and during 1921 caused sharp 
declines in retail prices; and, in the trend 
toward prosperity that followed, con- 
sumer complaints and thoughts about a 
consumer organization diminished. 

The present emergency defense situa- 
tion will have a more lasting consumer 
effect. We have a consumer-minded Pres- 
ident. The defense administration has a 
unit working on behalf of consumers. 
Many believe that this unit is the fore- 
runner of a permanent federal depart- 
ment to deal with consumer problems. 
It is one of the chief functions of this unit 
to protect consumers against unwar- 
ranted price increases and to direct the 
consumer into a recognition of his role in 
the total defense situation. From its very 
inception, the consumer unit of the De- 
fense Commission expressed an interest 
in the standardization of consumers’ 
goods, and more recently in grade-label- 
ing. It will be remembered that during 
the World War, industry became greatly 
interested in the simplification and stand- 
ardization of industrial goods. Although 
there was a carry-over of this interest in 
the field of consumer goods, many are of 
the opinion that the present situation 
will result in a more complete program of 
standardization of consumer goods. 


Objectives of the Consumer Movement 


As related to retailing, the objectives 
of the consumer movement cluster 
around: 


(1) A demand for more information con- 
cerning goods and services and prices 
and costs of distribution 

(2) A demand for quality merchandise at 
reasonable prices 


1 Report of the Joint Commission of Agricultural In- 
quiry, House of Representatives, 67th Congress, First 
Session, 1921-23. 





(3) A demand for protection against un- 
fair trade practices which often result 
‘in deceptive selling, misstatements of 
fact and similar matters 

(4) An interest in lowering the costs of 
distribution. 


There is nothing new in the nature of 
these objectives. What is new is the fact 
that consumers, better informed, have 
become more articulate in their demands 
and are aggressively setting about to 
“get what they want.” 

It is expected that these objectives 
may be accomplished through one or a 
combination of the following: 

(1) Informative advertising and selling 

(2) Labeling:? 

(a) grade 

(b) informative 
(c) descriptive 
(d) specification 

(3) Merchandise testing 

(4) Development of commodity standards 

(5) Legislation. 


The methods used in attaining the ob- 
jectives are education, group and collec- 
tive action, cooperation with trade 
groups, efforts to secure consumer pro- 
tective legislation and other enactments. 
In fact, one of the important present day 
questions is whether government, busi- 
ness or consumers themselves will be the 
dominant factor in determining how 
these goals shall be attained. 


RETAIL ATTITUDES 


Consumers have voiced their attitude 
toward retailing. But what does the re- 
tailer think of the consumer movement? 
What does it mean to him? What is he 
doing about it? In an effort to answer 
these questions, leading retailers and of- 
ficers of leading retail trade associations 
have been interviewed. These interviews 

2 Alexander, Surface, Elder & Alderson, Marketing, 


Ginn & Co., 1940, p. 677, gives a good definition of 
informative labeling. 
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have discolosed that, to the retailer, the 
consumer movement means the demand 
for more information as to prices and 
qualities of goods and services and as to 
costs of efficiency of distribution, with 
emphasis on commodity information. 
Retailers, as do consumers, consider ad- 
vertising, selling and labeling as the me- 
dia for information. Some retailers dis- 
tinguish between what they believe to be 
a growing consumer consciousness or 
awareness and a consumer movement. 
In their opinion, consumer awareness has 
not yet reached the ““movement”’ stage. 

In general, retailers are quite friendly 
to the consumer movement and anxious 
to cooperate with it in attaining its rea- 
sonable objectives. However, retailers 
admit that there are some factors out- 
side the consumer movement that have 
made them aware of it—for example, the 
Federal Trade Commission’s ruling on 
rayon labeling and the Wool Labeling 
Act. To many large scale retailers, the 
new role of the consumer in the defense 
program has been a vital factor in shap- 
ing their attitudes. In only one instance 
did any retail trade association report a 
lack of interest in the consumer move- 
ment. 

This sympathetic interest in the con- 
sumer movement does not mean that the 
great majority of stores are familiar with 
it. Rather, it is the trade association and 
leading retailers who are best acquainted 
with the aims and objectives of the con- 
sumer movement. They in turn, through 
trade publications, conventions and 
other channels of communication, are 
educating or attempting to educate the 
tank and file of retailers as to the sig- 
nificance of the movement. For over a 
decade leading retail trade publications 
have contained innumerable articles and 
editorial comments on it. 

Retailers are of the opinion that the 
consumer movement is here to stay; that 


it is so interwoven with satisfactory rela- 
tions with the customer that it must bea 
permanent phenomenon. 

Despite this cooperative attitude, re- 
tailers are insistent that the aims of the 
consumer be capable of practical solu- 
tion. They question whether or not the 
demands of consumer leaders are repre- 
sentative of consumers in general. But to 
what extent can the retailer carry out the 
wishes of the consumers? Wherein is the 
manufacturer responsible? 

Whatever may be the attitude of re- 
tailers toward the consumer movement, 
they cannot ignore the implication of the 
ground swell of consumer education. 
Consumer education is so interwoven 
with the general aims of the consumer 
movement that it must be regarded as an 
integral part of it. 

Although educators do not agree on 
definition, the term Consumer Educa- 
tion includes: 

(1) Choice Making. The consumer must 
decide how he shall spend his money. 
Choice making involves value stand- 
ards. Although the consumer may get 
his money’s worth in the goods he 
chooses, the choices themselves may 
or may not be wise ones. A basic ob- 
jective of consumer education is to aid 
the consumer in becoming a wiser and 
more effective buyer of goods and serv- 
ices. 

(2) Training in Making Selections. After 
the choice of what to buy has been 
made, the consumer needs to know 
what particular brand or make to buy, 
when and where to. buy, and what 
price to pay for the goods or services 
in question. Armed with specific prod- 
uct information, the consumer must 
then consider to what degree the specif- 
ic goods displayed on the market 
meet the specific need at hand. 

(3) Training as to the Use and Care of 
Goods and Services. Consumer educa- 
tion must extend beyond choice mak- 
ing and market selection into the use 








388 


THE FOURNAL OF MARKETING 





and care of products selected. In brief, 
consumers must learn how to get 
the most out of the things which have 
been purchased. 

(4) Education in the Relation of the Con- 
sumer to the Economic and Social Order. 
The consumer must have an under- 
standing of his part in social and eco- 
nomic processes, price making, the 
capitalistic system and democracy. 
For instance, the consumer should be 
interested in various legislative prob- 
lems which are related directly or 
indirectly to consumption, such as 
legislative enactments designed to fix 
prices on consumer goods. 


It should be of utmost significance to 
retailing that education at all levels is 
giving emphasis to the problems of the 
consumer. This means that an increasing 
number of consumers would have re- 
ceived training in such subjects as buy- 
ing at retail, the use and care of goods 
and services, the use of advertising as a 
guide to consumer buying, labels, and 
the part that the government might play 
in protecting the consumer and in sup- 
plying aids to better consumer buying. 
In other words, tomorrow’s retailers will 
be dealing with a more enlightened and 
better informed consumer. 


RETAILING COOPERATES WITH THE 
CoNnSUMER MOVEMENT 


Are retailers making any changes in 
practices and policies as a result of the 
consumer movement? The answer is, 
“Yes”; although all such changes cannot 
be attributed in full to the consumer 
movement. 

The actions of retailers with respect to 
the consumer movement include those of 
individual retail stores and all retail 
trade associations. Most retail trade as- 
sociations now are engaged in public re- 
lations activities of a consumer relations 
character as well as in educating the 
member stores with respect to the con- 


sumer movement. Trade associations al- 
so serve as a clearing house on such pro- 
grams as testing, labeling, advertising 
and selling. Where relations with manu- 
facturers and consumers are jointly in- 
volved the trade association is frequently 
the medium. 

In one instance a trade association 
(The Associated Grocery Manufacturers 
of America) is engaged in a consumer re- 
lations program which includes the re- 
tailer. 


The National Consumer-Retailer Council 


One of the most important consumer 
activities involving retailing trade asso- 
ciations is that of the National Consum- 
er-Retailer Council. This Council is com- 
posed of retailers and consumers organ- 
ized for the purpose of considering mu- 
tual problems in accordance with the 
best interest of both.* 

The council has among its projects: 


(1) A customer relations program for 
stores (presented in detail in a book- 
let entitled) Jnformative Selling. 

(2) A retailer relations program for cus- 

tomers (presented in detail in a leaflet 

entitled) 4 Plan for Cooperation be- 
tween Consumers and Local Retatlers. 

A continued program on informative 

labeling (on which a_ booklet) /n- 

formative Labeling (has been pub- 

lished). 

(4) A program to acquaint customers with 
the abuses of store services which add 


oO 
os) 


an unnecessary burden to the cost of 
distribution. (This could well come 
under the retailer relations program 
for customers.) 


The Council has a committee on in- 
formative retail advertising, and steps 


3 The following organizations have membership 1n 
this Council: American Association of University 
Women, American Home Economics Association, Gen- 
eral Federation of Women’s Clubs, American Retail 
Federation, National Association of Food Chains, .\a- 
tional Better Business Bureau, Inc., National Retail Dry 
Goods Association, National Shoe Retailers Association. 
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have been taken to educate retailers on 
the value of informative advertising. The 
Council is also sponsoring an experiment 
with grade labeling which is being car- 
ried out by the National Association of 
Food Chains in cooperation with the 
three consumer organizations of the 
Council—The American Association of 
University Women, The American Home 
Economics Association, and the General 
Federation of Women’s Clubs. 

Retailers who are members of the af- 
filiated trade associations are divided as 
to the values of the council; but some 
are enthusiastic supporters of the Coun- 
cil and are actively cooperating with it. 
Without doubt, it has the wholehearted 
support of the consumers. It provides a 
meeting place where the consumers and 
retailers can discuss problems of mutual 
interest and arrive at solutions satisfac- 
tory to both. These discussions, in turn, 
serve to educate consumers on problems 
of retail distribution and to give retailers 
a clearer conception of the aims and ob- 
jectives of the consumer movement. 

The Council has experienced some dif- 
ficulty in securing adequate funds to car- 
ry on its program. It must rely on the 
necessarily long-run process of education 
to gain its objectives. Some have con- 
tended that through Consumer-Retailer 
Council activities consumers frequently 
are told that the retailer would be glad 
to assist them in carrying out a certain 
objective but cannot do so because of the 
lack of cooperation of the manufacturer. 
It is not our purpose here to comment on 
the accuracy of this statement. How- 
ever, many manufacturers contend that 
their viewpoint is not clearly expressed 
through the Council. On the other hand, 
the Council holds that it has no intention 
whatsoever of constituting a consumer- 


*See also statement of Lew Hahn, general manager 
of the National Retail Dry Goods Association, The Re- 
tail Executive, April 10, 1940. 


retailer group to exert pressure upon 
manufacturers. The Council has included 
manufacturers in conferences held on 
labeling and other problems. 

It is much too early to evaluate this 
experiment in consumer-retailer coopera- 
tion. Consumer relations activities of this 
type must be evaluated on a long-run 
basis. For the present, at least, it merits 
the careful consideration of retailer and 
consumer leaders. 


Individual Store Activities 

There are a number of practices which, 
as a result of a redirection and a newer 
emphasis, may be considered retailer- 
consumer movement activities. These in- 
clude testing, labeling and advertising. 
The testing of merchandise has been an 
essential of stores which buy on specifi- 
cation and to retail enterprises engaged 
in interstate trade. The testing of mer- 
chandise is basic to any effort to deter- 
mine commodity standards and is an im- 
portant feature in informative advertis- 
ing and selling. 

As early as 1911, one of the large mail- 
order houses had a testing laboratory. 
Being engaged in interstate commerce, 
the mail order houses have felt the ne- 
cessity for accurate information on the 
merchandise offered for sale, as well as 
the need for giving the consumer correct 
information. In addition to performing 
merchandise tests and setting up stand- 
ards, the testing division has aided in the 
compilation of a dictionary for use by 
copywriters, and the production of a buy- 
ing kit for consumers, which contains 
samples of different qualities of many of 
the staple fabrics. As a result of these 
efforts, booklets on better buying have 
been distributed, and the catalogs state fi- 
ber content, thread count, weight, break- 
ing strength, per cent of sizing, character 
of hems, stitching, shrinkage and reén- 
forcement of sheets. Labels give similar 
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information. Catalogs also give descrip- 
tive comparisons which indicate to the 
consumer why prices differ for somewhat 
similar items. 

The R. H. Macy & Co. testing labora- 
tory dates back some fourteen years. It 
is accredited with many tests and is 
given a responsibility for accuracy in the 
advertising. Shortly after the Federal 
Trade Commission issued rayon rules, 
Macy’s salespeople were given extensive 
training in fabric information. 

The phrase “‘Laboratory Tested” has 
been so misused in advertising that the 
value of the more serious efforts is min- 
imized. Consumer groups frequently 
criticise the retailers’ laboratory efforts 
because few, if any, stores reveal the de- 
tails of their standards in tests. More- 
over, it is not entirely clear as to who 
does the testing. Does the store maintain 
a laboratory? Does it have its testing 
done by some of the private commercial 
laboratories, or does it use the resources 
of some of the well-known endowed lab- 
oratories? Consumers have contended 
that store testing was used more for 
store buying than for selling and that its 
consumer possibilities had not been de- 
veloped. 


Labeling 


One of the growing demands of the 
consumer movement is for more infor- 
mation. The problem is, how much does 
the consumer want to know or need to 
know? What information should be re- 
quired from the manufacturer? What is 
the best method of supplying the infor- 
mation on different items? It is agreed 
that the label is one of the best devices 
for presenting information to consumers 
at the point of sale. But do consumers 
read labels? Will labels add to the cost 
of distribution? The answers to these 
questions are variable. For instance, it is 


argued that consumers are not educated 
to the use of labels. Others say that the 
best way to educate them is to use labels. 
It is no doubt true that consumers often 
do not read informative labels; but sur- 
veys indicate a consumer preference for 
labeled merchandise. This preference is 
especially strong in the case of food 
items, coats and suits, hosiery, under- 
wear and slips, linens and domestics, 
dresses and fabrics. Many consumers 
have expressed their satisfaction in the 
very fact that the label is affixed to the 
product. In other words, the information 
is there when it is needed or wanted. 
Furthermore it might be contended that 
labels would increase costs. But the ad- 
vocates of informative labeling point out 
that the proper use of informative labels 
reduces merchandise returns, speeds up 
sales transactions, makes for more sat- 
isfied customers and thus tends to lower 
costs of distribution. 

Labeling does not aid in selling an in- 
ferior product, but it does facilitate the 
sale of better quality merchandise. La- 
bels containing essential information act 
as silent salesmen and at the same time 
are useful in getting information to the 
sales people. They minimize consumer 
dissatisfaction resulting from experience 
with the sales person who “doesn't 
know.” 

Data for labeling purposes may be de- 
veloped by the store as a result of its own 
laboratory tests. The manufacturer may 
take the initiative in labeling his mer- 
chandise, or committees representing 
manufacturers, distributors, and con- 
sumers may set up the labels. 

Some stores request their resources to 
furnish data on type, quality and weave 
of all yard goods, finished articles of 
clothing, and all other textile materials. 
They are interested in the percentage of 
each fiber. Especially is this the case in 
rayon camel’s hair and cashmere. 
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Stores also incorporate merchandise 
information in booklets designed to aid 
the consumer in purchasing curtains, 
hosiery, slips, dresses and other articles. 

One store has a three-way consumer 
program involving (1) a raising of the 
standards of merchandise, (2) education 
of sales people and (3) education of con- 
sumers. To carry out this program, this 
store analyzes and rates all basic lines 
stocked and endeavors to arrive at satis- 
factory standards of quality for each of 
these lines. This provides the starting 
point for education of sales people and 
consumers. 

Food chains are working on a one-year 
experimental program for the grade and 
informative labeling of canned foods and 
vegetables. These labels would show the 
grade designation, a brief description of 
the A, B, C scoring method, a descrip- 
tion of the content of each product, and 
the information required by the Food, 
Drug and Cosmetic Act. At the option of 
the distributor, the label may contain the 
statement that “‘this is the type of label 
suggested by the National Consumer- 
Retailer Council.’ To aid in educating 
consumers, National Consumer-Retailer 
Council member groups (American 
Home Economics Association, General 
Federation of Women’s Clubs, American 
Association of University Women), will 
explain through loca! units the nature, 
procedure and objectives of this labeling 
statement. 

Retailers are quick to admit that in- 
formative labeling is one thing which has 
taken the consumer movement out of the 
Chase and Schlink stage and made it 
practicable. They are, however, doubtful 
as to what information should be given 
and how it should be given. For example, 
the retail furniture trade has problems 
with respect to wood identification, style 
and design, construction, finish and fab- 
ric coverings. Considering how a piece of 


furniture is put together, would the con- 
sumer be interested in the use of glue, 
screws or nails? Would it aid the con- 
sumer in buying, to know of the different 
finishes, varnished or lacquered, number 
of coats and how applied? The following 
facts might be explained about the fabric 
coverings alone: 


(1) Durability 

(2) Threads per inch 

(3) Strand and twist per thread 

(4) Sunfastness 

(5) Friction strength 

(6) Dyefastness for cleaning 

(7) Rayon, silk, wool, etc. contained 

(8) “Virgin,” “‘re-worked,” “used,” con- 
dition of each ingredient. (The Wool 
Labeling Act does not apply to fabric 
covering.) 


Which of these would be most helpful to 
the consumer in buying furniture and 
home furnishings? 

To what extent does the Wool Label- 
ing Act benefit the consumer? As one 
trade association executive _ stated, 
“There is a question among many of the 
authorities in our industry as to the 
relative wearing merit of ‘re-used’ or ‘re- 
processed’ wool as compared with ‘virgin’ 
wool. Naturally the consumer, seeing 
the label which reads ‘re-used’ or ‘re- 
processed,’ is going to think that he is 
getting something less worthy of his dol- 
lars. Some experts think that he is get- 
ting less wear in ‘virgin’ wool.”’ 

It is possible that the wide use of in- 
formative labels, informative advertising 
and personal selling on the basis of fact, 
should reduce the number of special 
sales and the items selected for special 
sales. This change should prevail at least 
in proportion to the success of those spe- 
cial sales that had been based on the ig- 
norance of consumers as to differences in 
the qualities and, therefore in the real 
prices of the merchandise being offered 
to them by merchants. 
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Store Buying and Selling 


In general, retail sales training has 
been limited to routine procedure and 
error correction. The consumer move- 
ment calls for an expansion of store train- 
ing to the extent that consumer educa- 
tion and sales training will represent a 
joint attack on wasteful consumer buy- 
manship. 

To be efficient, the consumer should 
know (1) what is available in the market, 
where and at what price; (2) what makes 
the article good for its purpose or what 
qualities should be sought and what 
qualities should be avoided; (3) what to 
look for in a retail agency and the differ- 
ences, if any, between the various kinds 
and types of stores. 

It should be an object of sales training 
to improve consumer buying. This raises 
a question as to whether sales training to 
improve consumer buying and training 
designed to increase sales are compatible. 
The training of sales people should in- 
clude material to supplement and make 
effective the knowledge of the consum- 
ers. There is also need for more informa- 
tional service. Consumers often cannot 
locate the article they wish because of in- 
adequate guides to the store’s resources 
and the ignorance of sales people as to 
what is available. The salesperson’s in- 
formation should supplement that of the 
customer’s on specific qualities of mer- 
chandise, composition, weighting, laun- 
derability, etc. It should be the duty of 
the salesperson to call attention to labels 
and to interpret them correctly. Regula- 
tions already are in force in many stores, 
requiring their personnel to know the 
weave and trade name. The term rayon 
must be used when speaking of fabrics 
containing this fiber. The sales slip must 
also carry this information. Mixed goods 
must be identified as to fiber content and 
the salesperson must be exact in stating 
fiber content. 


This knowledge of qualities and uses of 
commodities may call for the technical 
training of the expert. In place of large 
staffs of sales people, there would be the 
small but well trained staff of advisors or 
consultants. These consultants would be 
capable of advising consumers on prod- 
ucts, their grade, etc., as well as on 
broader problems, such as home decora- 
tion, style and budgeting. Doubtless 
there are instances where the furnishing 
of that information should be divorced 
from the selling function and placed ona 
fee basis. Several manufacturers trade 
associations already are experimenting 
with trade training courses for consumer 
consultants. This trend, through increas- 
ing the information on labels and other 
silent aids to buying, may result in a de- 
cline in the number of sales people 
needed. 

Sales training does not dictate mer- 
chandising policies. It can only carry out 
existing policies of the store. To attempt 
to train a sometimes rapidly changing 
sales force concerning the merits of all 
merchandise is an almost impossible task. 
It can, however, be simplified through 
the use of informative labels. 

If selling must become more expert, 
there is more reason for store buying to 
become expert. In the past, store buying 
has been far from expert, although the 
buyers in larger stores have had increas- 
ing access to technical assistance. In 
many cases, the bargaining skill of the 
buyer has been the important element in 
his success with the management. Or in 
his dual role as department sales man- 
ager and buyer, management has em- 
phasized his sales functions and abilities. 
The buyer must assume more respons'- 
bility for quality as well as for the secur- 
ing of facts about the product. These 
responsibilities emphasize the need for 
expert information on the part of the 
buyer. From an organizational view- 
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point, stores may find it desirable to 
separate the buying and selling func- 
tions. 

Adversiting is an excellent medium of 
consumer information. However, there 
continues to be some confusion because 
of the assumption on the part of some 
consumer leaders that emotional adver- 
tising cannot be informative and the as- 
sumption on the part of some retailers 
that informative advertising cannot be 
be interesting. A simple solution to this 
seeming dilemma is to encourage copy- 
writers to write interesting informative 
copy. This in no way minimizes the op- 
portunity to use emotional appeals. 

There is, of course, the basic problem 
of where the information best can be 
given. Should it be in the newspaper ad- 
vertisements, the direct mail piece, the 
label or the counter display, or should it 
be left to the salesperson? The growing 
use and importance of inside the store 
displays suggest that they might be one 
of the best places to present informa- 
tion. Wherever may be the best place to 
provide the information, retailers were 
very much impressed with the fact that 
some of the outstanding successes in 1940 
sales were among the retail stores which 
used informative advertising, informa- 
tive labels and other devices providing a 
maximum of information for consumers. 
Price and Service Policies 

There are many factors outside the 
consumer movement which are responsi- 
ble for private brands. Nevertheless, this 
movement has provided an additional 
impetus toward the establishment of pri- 
vate or store brands. If the store is to be 
responsible for quality, it may wish to 
emphasize its own brands. Department 
store ownership groups, mail order 
houses and other large scale retailers are 
extending their own brands, developing 
standards, supervising the testing and 


developing consumer-information labels. 
Consumers are beginning to discover 
their ignorance of retail prices. They can 
compare prices of like brands at different 
stores, and of course advertisements con- 
tain price information. But to secure ad- 
equate price information, it is necessary 
for the consumer to “shop around.”’ Lack 
of knowledge of prices has contributed to 
the success of special sales and to price 
differentials between stores of the same 
type. The consumer often is ignorant of 
price where service is included as well as 
price of goods without service. Consum- 
ers pay for services without knowing it. 
Often, too, they are willing to pay a 
higher price for the privilege of trading 
at a certain store because of the prestige 
value that store has built up. Conscious 
of their ignorance of price, consumers are 
asking for more information about the 
cost of retailing. They want more defi- 
nite facts of what goes into the mark-up. 
Finally, they are asking the “why” of 
markdowns as well as special sales. 


Consumer Responsibility 


One of the results of the consumer 
movement may be a clearer recognition 
on the part of consumers of differences in 
costs due to differences of service ren- 
dered. If consumers are interested in 
lowering the costs of retail distribution, 
might they not be willing to perform de- 
livery and other services for themselves? 
They also should see the relation be- 
tween the return-goods privilege and the 
cost of retailing. One result of the con- 
sumer movement should be an apprecia- 
tion on the part of consumers of their 
own responsibility. For example, it may 
result in the consumer changing her tra- 
ditional policy of buying first and shop- 
ping afterwards. It may tend to correct 
some of the consumer abuses of retailing 
which add to the cost of retailing. If con- 
sumers wish to be taken seriously they 
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must be willing to do their share toward 
the lowering of distribution costs and 
cutting down of store abuses. 

Consumers have been made more con- 
scious of service costs through the growth 
of self-service stores and by their own 
interest in studying the costs of distri- 
bution. It may be that in the future con- 
sumers will be willing to pay a special fee 
for many of the extra store services, 
such as home decorating. Self-service 
store selling is extending to many items 
other than those commonly associated 
with supermarkets and other self-service 
food stores, and there may be such other 
modifications of complete service as is 
found in stores now experimenting with 
sales from sample. 


Consumer Advisory Boards 


There has been a marked trend toward 
the use of consumer advisory boards and 
committees and the use of the consumer 
counsellor within the store. The con- 
sumer counsellor serves in a manner sim- 
ilar to the fashion advisor and similar 
services. He coordinates all consumer 
services of the store. Advisory boards or 
committees, made up of consumers, may 
be set up as permanent boards, or may 
be intermittent efforts of retailers to 
work with consumers. 

There is ample precedent for programs 
of this type. For at least thirty years 
some retailers have used consumer com- 
mittees to aid them in style problems, 
reducing store abuses, improving store 
services, etc. Moreover, some of the larg- 
er stores employ consumer-relations di- 
rectors and in one way or another feature 
the work of the consumer advisory com- 
mittee. A plan for the setting up of the 


consumer advisory board or committee 
was presented at the January 1936 con- 
vention of the National Retail Dry 
Goods Association. More recently the 
National Consumer-Retailer Council set 
up a plan for cooperation between the 
consumer and local retailers. This plan 
calls for the formation of a local consum- 
er committee. 

To summarize: Retailers interpret the 
consumer movement largely in terms of 
its interest in gaining more information 
on prices, qualities of goods, services, 
costs and the efficiency of distribution. 
They believe that the consumer move- 
ment is a permanent feature of their mer- 
chandising and consumer activities. Al- 
though all retailers are not familiar with 
the consumer movement, most retail 
leaders and retail trade associations are 
friendly with it and are willing to coop- 
erate with it. 

Retail consumer problems resulting in 
part from the consumer movement, have 
brought about changes in retailing or 
served to re-direct and re-emphasize cer- 
tain retail practices and policies. These 
include retail activities with respect to 
labeling, testing, standardization of con- 
sumer goods, informative advertising 
and selling, sales training and store buy- 
ing. It may be that the consumer move- 
ment will give an impetus to the growth 
of self-service and limited service stores. 
Paralleling this possible change it may be 
that consumers, in recognizing the cost 
of services, will expect a more specialized 
service from the store and be willing to 
pay extra for it. 

One may expect the continuance and 
growth of cooperative relations between 
the stores and consumer leaders. 














THE MOVEMENT AND CONCENTRATION OF 
RETAIL TRADE IN METROPOLITAN AREAS 


RICHARD P. DOHERTY 


Boston University College of Business Administration 


DECADE ago, a widely used publica- 
A tion stated that “‘a trading area isa 
district bounded by the selling range of a 
business center . . . trading areas are de- 
termined from the point of view of con- 
sumer buying habit . . . trading areas do 
not remain fixed forever; they change in 
accord with business activities of places 
within the territory.” 

The measurement of retail trading 
areas and of existing trends of consumer 
buying habits within the areas is a diffi- 
cult task largely because of the general 
scarcity of available and useful informa- 
tion. 

Believing that the data furnished in 
the 1930 Census of Distribution could be 
broken down and analyzed in a manner 
that would provide considerable inter- 
pretive facts and conclusions, the Boston 
University Bureau of Business Research 
made a study of Retail Trade within the 
Boston Market Area. This work has 
since continued with each successive 
Census of Distribution, thus affording a 
picture of prevailing changes and trends 
in the retail structure of the Metropolli- 
tan Business Area. 

Anticipating the 1940 census data, 
which will round out the picture of retail 
trends over a decade, the Bureau has re- 
cently conducted a field investigation 
among consumers to supplement and 
test the conclusions drawn from the cen- 
sus data.! 

1 During the early part of 1941, the Boston University 
Bureau of Business Research will publish a monograph 
on Retail Trade Trends and Consumer Buying Habits in 
the Metropolitan Business Area. This will incorporate the 


analysis of census data from 1929-1939 together with 
the data secured from the consumer studv 


This address today has two major 
purposes. First to present a summarized 
analysis of retail movements and concen- 
tration within a large Metropolitan 
Trade Area. Second, to indicate some 
practical uses to which the forthcoming 
Census of Distribution data may be put 
by others in measuring retail trends 
within other metropolitan areas. 


THE METROPOLITAN Boston 
RETAIL AREA 


It is an important fact that the Metro- 
politan Boston Retail Area consists of 
approximately sixty distinct muncipali- 
ties, each possessing its own individual 
political unity. However, the Boston re- 
tail market, and more particularly that 
segment of the market known as 
“Greater Boston,” must be considered a 
compact unit from a marketing point of 
view. The city of Boston itself possesses 
the highest density of sales of any major 
city in the United States. 

From an economic and social point of 
view, there is no such a thing as a city of 
Boston and outlying surrounding sub- 
urbs. Boston is the center of trade, and 
the business activities and economic and 
social life of the entire metropolitan area 
are inextricably bound up with Boston. 
The separate political boundaries within 
this market unit have little or no eco- 
nomic significance. Excellent rapid trans- 
portation facilities and a network of 
highways promote an easy flow of trade 
within the entire region. The average 
commuting time required to reach prac- 
tically every community in the metro- 
politan area is 20 to 30 minutes. Approxi- 
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mately 1,500,000 people live in the sin- 
gle-fare zone of the Boston Elevated 
system. 

A study of retail trends within a city 
or cluster of cities, such as comprise any 
metropolitan area, is of necessity con- 
cerned primarily with secular move- 
ments in trade. Cyclical and seasonal 
fluctuations have little or no significance 
in such an analysis. 

Fundamentally, the secular trend in 
retail sales of a city is bound up with 
population growth and decline and with 
consumer patterns. Basically, if popula- 
tion rises, then the total trend of sales 
will be upward, even though the per cap- 
ita sales remain constant. Population 
changes for any community are the col- 
lective results of the birth and death 
rates, and of migration rates in and out 
of the city. Changes experienced by indi- 
vidual cities of a large metropolitan area 
are, of course, essentially affected by mi- 
gration conditions promoted by indus- 
trial development or decay and by traffic 
facilities and zoning restrictions. 

Boston, itself, is basically a mature 
city—for over 50 years population has 
been increasing at a decreasing rate and 
in all probability has reached its maxi- 
mum. The same condition holds true 
throughout all areas of the city proper. 

However, in the communities sur- 
rounding Boston and comprising the 
metropolitan Boston Market, a process 
of population and economic growth still 
prevails. As in other large metropolitan 
areas there has been a definite move- 
ment away from congested traffic areas. 
This has been particularly true among 
firms maintaining warehouses from 
which their merchandise is distributed 
by truck. These firms achieve a consid- 
erable saving in delivery time by locating 
their warehouses far enough on the out- 
skirts of the city to avoid delays in and 
out through the city traffic. 





Along with these movements there has 
also come a considerable industrial de- 
velopment in many of the outlying dis- 
tricts, reflecting a marked tendency on 
the part of manufacturers, wholesales, 
and large retailers to locate their princi- 
pal factories and warehouses at some dis- 
tance from the center of the city, select- 
ing for this purpose certain communities 
favorably located from the standpoint of 
the rail and automobile highways, to 
facilitate rapid overnight distribution by 
rail, by truck, by parcel post, by express. 
This growth has been particularly i in evi- 
dence in such communities as Lynn and 
Malden on the North, Quincy and Nor- 
wood on the south, Cambridge, Water- 
town and Waltham on the west. 

Whereas Boston was formerly the one 
major concentration point of the entire 
area, both in population and industry, 
there has been in operation over the past 
several decades a definite process of de- 
centralization within the area. The cities 
within the five mile fringe of Boston ex- 
perienced their greatest growth during 
the early decades of the 20th century 
and have more recently experienced a 
decreasing rate of population change. 

It is a common practice to speak and 
think of metropolitan retail areas as con- 
stituting a given market. However, each 
of the principal cities of the United States 
possesses several retail districts, such as 
the central downtown business district, 
the various neighborhood districts and a 
variety of suburban retail centers. Many 
of these latter have become important 
and diversified shopping centers, offering 
genuine competition to the central busi- 
ness district of the area. 


Major SEGMENTS OF THE METRO- 
POLITAN AREA AND THEIR 
RELATIVE IMPORTANCE 


In measuring retail trends within the 
large metropolitan market, it is possible 
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and desirable to break the normal Bos- 
ton retail market into four major seg- 
ments or districts: 

(1) The City of Boston. The political 
unit of Boston includes approximately 
30% of the population of the area. From 
an economic and industrial viewpoint 
Boston must be considered the “hub” of 
the entire region. 

(2) The Neighborhood Communities. 
These comprise approximately 40 towns 
and cities immediately adjacent to Bos- 
ton proper. The fringe of this group ex- 
tends to about 10-15 miles outside of 
Boston. These communities, plus Boston 
proper, constitute the area commonly re- 
ferred to as “Greater Boston.” 

(3) Inner Suburban Communities. 
These are adjacent to the neighborhood 
towns and extend outward from the 
fringes of the neighborhood area. In the 
metropolitan Boston area, this suburban 
section begins about 15 miles away from 
the city of Boston. 

(4) Outer Suburban Communities. 
These belong to the Boston retail area 


TaBLe I. PERCENTAGE DISTRIBUTION OF TRADE AND 
PopuLATION BY REGIONS WITHIN Boston RETAIL 
AREA, 1929 AND 1935 


| Total Retail 


Population : 
pe . Sales 


Region s - 


1929 | 1035 | 1929 | 1935 





Per Per | Per | Per 
cent cent | cent cent 
Greater Boston 71$-4 1 7§-9 | 79-3 | 79-3 

Neighborhood 44.1 | 43-9 28.9 | 35.2 
Boston | 31.4 | 32.0 | 50.4 | 44.6 
Inner Suburbs | 9.7] 9.6) 8.8 8.7 
Outer Suburbs 14.8 | 14.6 | 11-9 | 12.1 





; 
Metropolitan Boston Re- | 
tail Area [100.0 |100.0 1100.0 |100.0 





but lie on the outer edge of the boundary 
of the metropolitan Boston area. They 
are within a 30-35 mile radius of Boston. 

Some idea of the relative importance 


of these four major sections may be ob- 
tained from Table I, which is based upon 
the 1935 census. 


Some Major TRENDS 


In analyzing the foregoing data, we 
note two significant trends in the retail 
sales. 

First, both with respect to population 
and the volume of retail sales, Greater 
Boston (the City of Boston plus the 
neighborhood communities) remained 
unchanged in relative importance to the 
total metropolitan area. The same was 
also true of both the inner suburban and 
outer suburban regions. 

Second, whereas there was no percep- 
tible change in the relative population of 
the neighborhood communities from 
1929-1935, there was a fairly substantial 
increase in retail sales going to these 
communities. However, insofar as the 
Greater Boston retail sales’ percentages 
remained virtually unchanged in the re- 
lation to the total metropolitan area, we 
may conclude that the shifting of trade 
was largely within the Greater Boston 
area and was away from stores in the 
city of Boston to stores in the adjacent 
neighborhood area. 

The growing retail importance of the 
neighborhood area was not a result of 
trade derived from the suburban areas or 
of trade flowing out of Boston, but of the 
ability of many of these neighborhood re- 
tail centers to check and retain, in part, 
some of the retail patronage of this area, 
patronage that had formerly gone into 
the Boston retail center. 

So far as the normal retail patronage 
of the inner and outer suburban areas is 
concerned, most of the trade stays within 
these areas and only a small part of the 
total purchases of people in these areas 
normally goes into Boston. 

The buying habits of persons in the 
inner and outer suburbs apparently con- 
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tinued unchanged from 1929-1935. The 
relation between purchases in these sub- 
urban communities and Boston re- 
mained stable, and very little of this 
trade was diverted to neighborhood re- 
tail centers. However, looking to the fu- 
ture, it is probable that a certain amount 
of the flow of business from these sub- 
urbs into Boston will be checked in some 
of the retail centers within the neighbor- 
hood area. 

A breakdown of census data according 
to types of retail sales indicates more 
clearly what trends are taking place 
within the complete metropolitan area. 


TABLE IJ. PERCENTAGE DISTRIBUTION OF 
RetAiL Foop SALes sy REGIONS 























1929 | 1935 
1 . a — swingin —— 
Region P opu-| | Food | Popu- Food 
lation | | Sales | lation | Sales 
| 
Per r Per | Per | Per 
cent | cent cent cent 
Greater Boston "6.6 | 96.2 | 75.0 | 76.3 
“S | 
Neighborhood 43.1 | 43.0 | 43.8 | 42.9 
Boston 32.4 | 33-1 | 32.0 | 33-4 
Inner Suburbs 9-7 | 10.1 | 9.6] 9.7 
Outer Suburbs | 14.8 | 13.8 | 14.6 | 14.0 
= —— — — 
Metropolitan Boston Re- | 
tail Area 100.0 |100.0 |100.0 |100.0 





The food market is highly decentral- 
ized and is not served by a few important 
centers, as is true of shopping and spe- 
cialty goods. The local market is of prime 
importance in serving the respective lo- 
calities with food. This fact is made 
clear by Table II. In each of the four 
subdivisions of the metropolitan areas, 
total food sales were distributed in al- 
most identical proportions with the pop- 
ulation. That there was no shifting in 
basic consumer buying habits in food 
purchases is indicated by the fact that 
the same correlation between population 


and food sales over the four market re- 


gions prevailed in 1929, 1933, and 1935. 


In all of these years food sales corre- 
sponded with population within each re- 
gion of the Metropolitan Boston Retail 
Area. 

The pulling power of the large retail 
hub of any metropolitan area is most evi- 
denced by the business done in the de- 
partment stores and apparel shops. Wide 
variety of merchandise and more exten- 
sive shopping facilities attract trade 
from considerable distances. It is not 
surprising that in these two lines, Boston 
should experience total sales volumes 
very far out of proportion to her popula- 
tion. In general merchandise store sales, 
Boston did 76.2% and 71.7% of the total 
business of che entire Mictropalicen Re- 
tail Area in 1929 and 1935, respectively. 
In the apparel lines, Boston sales were 
63.4% and 64.4%, respectiv ely, for 1929 
and 1935. The third most impressive po- 
sition held by the Boston stores in con- 
trast with other stores scattered through- 
out the Metropolitan Retail Area, was in 
furniture, where more than half of the 
entire trade was concentrated in Boston. 

However, a closer analysis of census 
data indicates some interesting shifts in 
consumer patterns. During the period 
from 1929 to 1935 Boston held its own in 
food, drug, furniture, and apparel sales, 
but declined in relative importance in 
general merchandise and auto sales. In 
automobiles the neighborhood outlets 
made very sharp inroads upon the busi- 
ness of Greater Boston. During this pe- 
riod, the drop in Boston business was just 
about equal to the gain in neighborhood 
sales. The trade of the inner and outer 
suburbs was relatively undisturbed. 

In the general merchandise field the 
increased importance of the neighbor- 
hood and inner suburban markets is an 
outgrowth of the process of decentraliza- 
tion of trade and of traffic problems com- 
mon throughout the whole metropolitan 
Boston retail area. Such communities 
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as Cambridge, Waltham, Lynn, Malden, 
Quincy, and Brookline are not only re- 
taining more of the trade of their own 
residents but also attracting from adja- 
cent communities consumers who for- 
merly looked to Boston as their one im- 
portant shopping center. These various 
cities possess diversified retail facilities 
which are, to an increasing degree, tak- 
ing away from Boston some of the trade 
that formerly concentrated there. 


SHIFTS IN PER Capita SALES 


A very interesting picture of the dis- 
tribution of retail trade within a given 
market area is presented in a comparison 
of the per capita sales for the respective 
towns and cities constituting the retail 
districts. Particularly in a concentrated 
market, such as the Boston retail area, 
the various communities are in such 
close proximity to each other that clear- 
cut local market boundaries practically 
cease to exist. This whole area is so thor- 
oughly interwoven with rapid transit 
lines and connecting highway facilities 
that the area as a whole, especially that 
portion known as “Metropolitan Bos- 
ton,” is virtually a retail unit in itself. 
Within this unit consumer retail patron- 
age flows from market to market, al- 
though the Boston city market is the 
nerve center of the unit. 

Granting that such a condition exists, 
it is a fair assumption that differences in 
per capita sales for the communities of 
the area reflect or measure the relative 
importance of the respective communi- 
ties as retail outlets. 

The procedure involved in making this 
analysis was to calculate the per capita 
retail sales for all the towns and cities 
comprising the “Metropolitan Boston 
Area.” The individual per capita sales 
were then expressed as relatives or per- 
centages of the average (median) per 
capita sales for the area. Separate series 


of percentages were obtained for food, 
furniture, and housefurnishing, general 
merchandise, apparel, automotive, and 
sales of other types of stores. 

Per capita sales for a given community 
expressed as a relative of the median per 
capita sales of the entire market area, re- 
flect the relative importance or unim- 
portance of that community as a retail 
trade center. Of course, it must be con- 
ceded that variations in income will mod- 
ify community per capita sales. If a cer- 
tain community were populated by peo- 
ple with large 1 incomes, it is conceivable 
that the per capita sales consequently 
would be higher. However, there is a fair 
homogeneity of income throughout each 
of the four respective areas comprising 
the metropolitan Boston market. If one 
were to accept the possibility of appreci- 
able discrepancies in wealth and income 
among the four respective areas, it would 
be logical to assume that this factor 
would influence the food sales, as well as 
other types of sales. That such was not a 
fact is evidenced by Table III. 


TaBLe III. Per Capita Foon SALEs, 1935 








Region | Sales 
Greater Boston $108.57 
Neighborhood 106.65 
Inner Suburbs 108 .93 
Outer Suburbs 104.91 
Metropolitan Boston Retail Area $107.93 








In general merchandies we have a field 
of consumer purchases where buying at 
retail flows freely across community 
boundaries and tends to concentrate 
heavily in certain centers. The data in 
Table IV reveal the relative degree of 
this concentration in various retail cen- 


ters. 

In 1929, Boston’s per capita general 
merchandise sales were 12 times greater 
than the per capita sales for the entire 
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Tasce IV. Per Capita SALes or GENERAL MERCHANDISE IN GREATER Boston 
(Expressed as a relative of the median per capita sales of the Boston Retail Area) 
| | } 

Area | 1929 | 1935 Area 1929 1935 
Boston 1205 849 Newton 41 SI 
Arlington 36 47 Norwood 94 IS 
Belmont 19 36 Quincy 162 219 
Braintree 17 35 Revere 48 3 
Brookline 58 49 Somerville 78 113 
Cambridge 287 285 Stoneham 5 77 
Chelsea 122 70 Swampscott — 18 
Dedham 46 82 Wakefield gI 93 
Everett | 100 104 | Waltham 319 459 
Lynn | 237 160 | Wellesley 93 73 
Malden 257 259 Weymouth 68 | 52 
Medford | 41 40 Winchester —- | 42 
Melrose | 70 60 Winthrop 45 59 
Milton | _- 9 Woburn | 143 174 
Needham 95 | 104 | Watertown 38 7 





area. By 1935 Boston had fallen to ap- 
proximately 8} times the average per 
capita figure. Over the same period, 17 
neighborhood centers showed an im- 
provement in their relative positions. 
Some of these, e.g., Waltham, Quincy 
and Somerville, experienced very sig- 
nificant increases. 

If similar tables are compiled for all 
types of merchandise, it is possible to 
visualize the relative importance of 
every community in the metropolitan 
area as a retail outlet for different types 
of merchandise. 

Some interesting results as regards the 
distribution and flow of trade between 
the areas making up the metropolitan 
Boston market were secured by relating 
the per capita sales of each of the four 
areas to the per capita sales of the entire 
market. In calculating these data the 
per capita sales (in total and for each 
group such as food, autos and apparel), 
for each subdivision or area were com- 
pared with the per capita data for the 
entire metropolitan market, and the per 
cent relationship of the two was secured. 
Thus, for example, the per capita total 
sales in 1935 of the neighborhood area 
were $272.86, and for the combined Met- 


ropolitan Area they were $368.34. If one 
assumes that the average per capita sales 
for the entire Metropolitan Boston Re- 
tail Area were approximated in the com- 
bined neighborhood communities 
though not necessarily for each com- 
munity itself—it follows that the differ- 
ence between $368.34 and $272.50, or 
$95.48, represented the volume of pur- 
chases made by individuals throughout 
the neighborhood area in stores located 
outside this neighborhood area, presum- 
ably in Boston. 

Thus we may conclude that in 1935, 
74.1 per cent of the total purchases made 
by persons residing within the neighbor- 
hood communities were made within this 
area and 25.9 per cent was made else- 
where—very likely Boston. In 1929 the 
percentages were 67.2 per cent, as con- 
trasted with 32.8 per cent. The conclu- 
sion that, whereas only 67.2 per cent of 
the total neighborhood trade was re- 
tained within this area in 1929, by 1935 
fully 74.1 per cent was retained, is dem- 
onstrated by other data presented in this 
report. 

Applying this same procedure to other 
types of sales, we find that in 1935, 9 
per cent of the food sales of the neigh- 
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borhood areas stayed within the areas 
and 2 per cent went outside, while 35 
per cent of the general merchandise sales 
stayed within the neighborhood areas 
and 65 per cent went outside—probably 
to Boston. 

SoME RESULTS OF A 

CONSUMER SURVEY 

In addition to the above conclusions 
based upon an analysis of census data, 
the Boston University Bureau of Busi- 
ness Research conducted a field investi- 
gation among consumers scattered 
throughout the Greater Boston Area. 
This study was made as a supplement to 
the retail trend survey based upon the 
census data and has as its primary pur- 
pose the collection of specific facts from 
consumers about their buying and pa- 
tronage motives. 

A summary of only two phases of this 
consumer survey is given here, not only 
because some of the information con- 
firms the general conclusion already pre- 
sented regarding the pattern of retail 
trend in the Metropolitan Boston Retail 
Area, but also because it adds certain in- 
teresting facts on other phases of con- 
sumer habits. 

One question asked was “Approxi- 
mately what percentages or proportions 
of your purchases are normally made in 
stores within (1) your local or hometown 
market; (2) in downtown Boston stores; 
and (3) in stores located in other com- 
munities?’ From the data, median per- 
centages for each type of purchase were 
calculated. These are presented in Table 


In order to learn something of the mo- 
tives which influenced people in making 
their purchases, we asked the question, 
“Which of the following reasons best ex- 
plain why you buy your merchandise in 
your local stores, in downtown Boston 


TaBLe V. DistriBUTION OF PURCHASES AS 
REPORTED BY CONSUMERS 





| ’ | Down- | Stores 
| Nearby : , 
Article | Local | mw | “oy Osher 
rset | Boston \Suburban 
ofores | Stores | Districts 
Food 83. OO 2 | 15 
Men’s Clothing | 13 82 5 
Drugstore purchases | 77 | 45 | 8 
Women’s Clothing | 20 74 «| 6 
Other Household Supplies! so 42 | 8 
Children’s Clothing | 2r jo | 9 
Men’s Shoes | 22 | $7 | a 
Women’s Shoes | 3r | 63 | 6 
Children’s Shoes | 39 | 48 | 3 
Furniture 25 $2 23 
Radio and Supplies | 4t | 38 | st 
Hardware ; 1§ | 17 
Confectionery and Ice | 
Cream 62 | 19 (| 19 





stores, and in stores located in other 
communities?” The information secured 
covered the same items as those listed 
in Table V. Because the time given to 
this address must be limited, I present 
only the general results obtained for the 
apparel group of commodities: 

The major reasons for trading in 
downtown Boston stores were: (1) Better 
style. (2) Larger assortments. (3) Better 
quality. (4) Reliability of store. (5) Price, 
including bargain sales. The chief ap- 
peals of the stores at home or within the 
“home” area were: (1) Convenience in 
purchasing near home. (2) Reliability of 
stores. (3) Quality. (4) Location of store 
with regard to theatre and other shop- 
ping facilities. These are, of course, gen- 
eral conclusions for the entire apparel 
group. A more elaborate breakdown of 
the returns, showed that in the purchase 
of children’s clothing, bargain sales pre- 
dominated in drawing trade to down- 
town Boston stores, whereas conven- 
ience in buying near home far exceeded 
any other reason within the “home mar- 
ket area.” 











THE SUPERMARKET AND THE CHANGING 
RETAIL STRUCTURE 


M. M. ZIMMERMAN 
Publisher, Super Market Merchandising 


ERHAPS no phase of retail distribution 

has so captured the imagination of 
the American public as has the super- 
market. Within a period of less than a 
decade, approximately 50% of the Amer- 
ican consuming public has changed its 
food shopping habits—from the long- 
established habit of service, credit and 
delivery to that of self-service, cash and 
carry. All this, despite the fact that in 
1930 the entire retailing world was con- 
vinced that the American housewife had 
been educated to demand every conven- 
ience in the purchase of her commodities 
and necessities. 

For this reason, the entry of the super- 
market into the distribution world in the 
eastern part of the country after 1932 
created virtually no impression. Even 
the astute students of distribution 
classed these first markets as casual ven- 
dors of distress merchandise—appar- 
ently fooled by their rather shabby and 
unprepossessing appearance. Housed as 
they were in empty factory buildings and 
garages, they offered no temptation of 
comfort and convenience to the house- 
wife. 

But this very absence of eye-appeal 
constituted one of the most formidable 
arguments for the eager interest of the 
housewife of that period. It was at the 
peak of depression, when earning power 
among millions of families was alarm- 
ingly reduced and any means of stretch- 
ing the food dollar came to the housewife 
as a boon in a time of need. That is why 
Big Bear in New Jersey and King Kullen 
in Long Island, the pioneer supermarkets 
in the East, leaped into immediate suc- 
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cess overnight, despite their shabby set. 
up. By the time organized retailing sys- 
tems had taken cognizance of the sig- 
nificance of the newcomers and even 
made some effort to halt them, it was too 
late, because the housewife had already 
indicated her full approval of these out- 
lets and of the economies they were of- 
fering her in her daily necessities. 

The fact is that this method of self- 
service mass merchandising was not new 
to this country. For more than fifteen 
years, it had been flourishing quite nat- 
urally on the Pacific Coast where the 
climate and motor shopping habits of the 
people lent themselves to its ready adop- 
tion. But it was in the East with its in- 
dustrial areas, densely populated cities 
and intense competition, that this sys- 
tem met the real test of its validity. It 
was this test which transformed self- 
service retailing from an isolated phe- 
nomenon on the Pacific Coast to a na- 
tion-wide movement which has already 
changed the entire system of food dis- 
tribution and is at present penetrating 
other branches of retailing. 


DEVELOPMENT OF THE SUPERMARKET 


To appraise the speed with which this 
method of retailing has spread, let us 
give a brief review of the growth and 
development of the supermarket indus- 
try. In 1932, there were not more than 
300 independent supermarkets, all on the 
Pacific Coast and in the Southwest, 
probably doing in the neighborhood of 
not more than $100,000,000 or $150, 
000,000 annually. 

There were no known markets of their 
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kind in the East. In 1933, King Kullen 
and Big Bear made their first appear- 
ance. By 1936, there were 1,200 super- 
markets in 32 States, doing an estimated 
volume of possibly $500,000,000. In 
1937, supermarket growth had almost 
trebled to 3,066 units in 47 States with a 
possible volume of $800,000,000. In 1938, 
3,700 supermarkets were in existence 
with an estimated volume of over $1,- 
900,000,000. In 1939, 4,982 supermarkets 
in 48 States were estimated to be doing 
a volume of over $1,500,000,000, and in 
1940, the figure reached to over 7,980 
supermarkets, of which 5,301 were con- 
trolled by the independents and 2,679 by 
the corporate chains, with an estimated 
total volume of around $2,000,000,000. 

The present distribution of supermar- 
kets is as follows: 28.4% in cities of 500,- 
ooo and over; 21.4% in cities from 100,000 
to 500,000; 22% in cities from 25,000 
to 100,000; 12.9% in cities from 10,000 
to 25,000; 7.3% in cities from 5,000 to 
10,000; 4.7% in cities from 2,500 to 
5,000; and 3.3% in cities under 2,500. In 
989 cities of 10,000 population and over, 
we find the greatest supermarket con- 
centration, with 84.7% of the total. 

In the last few years, the national and 
sectional corporate chains have become 
factors in supermarket growth. Their 
entry into the picture is in itself an inter- 
esting phenomenon which deserves spe- 
cial mention. The big chains did not en- 
ter the field in earnest until about 1937 
and then very cautiously, feeling their 
way to make sure that there was sub- 
stance to self-service. In 1936, such 
chains as A. & P., Kroger, First National 
and American Stores had opened modest 
units; but it was not until a year and a 
half later, after they had completed their 
experiments, that they were satisfied 
that the supermarket was the next step 
in their own development. 

Confronted as they were with punitive 


tax legislation and threatened with Mr. 
Patman’s Federal measure which would 
practically tax them out of business, 
they were forced reluctantly to go into 
the supermarket field. It is interesting to 
observe that, among the chains, A. & P. 
dominates the food field with 1,540 super- 
market units located in practically every 
State in which it operates. The chains 
today, as I shall discuss later on, in their 
efforts to catch up with the independents 
have created a type of competition which 
taxes the skill and the imagination of the 
best independents in the field. 

Let us now analyze the reasons for the 
growth of the supermarket and its influ- 
ence on the changing retail structure. In 
this regard, five questions present them- 
selves: 

1. What was responsible for the introduc- 

tion of the supermarket? 

. How did supermarket growth reach 
such proportions in so short a time? 

. What differentiates the supermarket 
from its retailing predecessors? 

4. What influence has the supermarket 
exerted on distribution in general? 

5. What are the present indications as to 

its future? 

Let’s turn to question one: ““What was 
responsible for the introduction of the 
supermarket?” As we have already men- 
tioned, the primary cause was the eco- 
nomic situation of the country. In 1932, 
there were approximately 12,300,000 un- 
employed. The national income was re- 
duced approximately from sixty billions 
in 1931 to forty-six and a half billions in 
1932. Consumers were confronted with a 
problem of existence making it manda- 
tory for them to grasp opportunities of 
buying more food for their limited dol- 
lars. The most logical answer was a type 
of retailing unit which scrapped every 
vestige of service and luxury and offered 
consumers their life’s necessities at un- 
precedented prices. 

When the first supermarkets were 
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opened, it was a common sight to see 
women fighting for their food bargains 
just as women struggle i in a department 
store during bargain sales. So great was 
the attraction of these food bargains that 
consumers came from distances of 75 and 
100 miles in their cars. Of course, since 
then growing competition has consider- 
ably reduced the trading area from the 
original 100 miles which many early su- 
permarkets enjoyed. Primarily, then, it 
was the need of the times that furnished 
the immediate cause for the supermar- 
ket’s inception in the East. 
SUPERMARKET CHARACTERISTICS 

Now, let us turn to the second point— 
is the supermarket merely a casual, over- 
grown store or has it certain definite 
characteristics which differentiate it 
from its predecessors? First, of course, 
there are the obvious physical character- 
istics—its size, the huge stock inven- 
tories, its departmental character, the 
checking-out counters, the carrier bas- 
kets, the freedom to shop at leisure 
through the tremendous floor space. All 
these give the supermarket the atmos- 
phere of beehive activity never seen be- 
fore in food retailing units. The almost 
invariable one-story structure of the su- 
per market may be from 5,000 to 20,000 
or even 40,000 square feet; it may be 
streamlined in the most modern manner 
or a building with large front windows pa- 
pered with signs. It may lean to the fan- 
tastic name of Big Bear, Handy Andy, 
Giant Tiger, or herald the name of its 
owners such as Albers, Fred Meyer or 
Weingarten. To be at its best and most 
typical, it should have a parking lot, 
accomodating anywhere from 50 to 500 
cars. 

Choice of location is another feature 
which has in many instances sharply dif- 
ferentiated the supermarket from the 
principle of the service store. In fact this 


matter of supermarket location is among 
the important factors in influencing 
changes in the retail structure today. 
The pattern of cities and towns through- 
out the country has heretofore been more 
or less predicated on a main street or 
central focus in which the service units 
and chain stores were situated. Central 
locations have been eagerly sought by 
food retailers, and for this reason rental 
constituted a formidable factor in the 
retail store’s general mark-up. The char- 
acter of the supermarket makes central 
location not important. In fact, many of 
the flourishing supermarkets are on the 
fringe of towns, where rentals are low, 
but where they can attract the motor 
trade. 

In this way, they have become identi- 
fied, not only with a town or city, but 
also with its surrounding rural com- 
munity. Their function is more closely 
related to the old time trading post than 
to their immediate retailing predecessors. 
This factor has been possible only be- 
cause of the great growth of the automo- 
bile. No longer is the housewife depend- 
ent for her food shopping on her own 
strength or the need of keeping within a 
narrow radius of convenience to do her 
family shopping. Her automobile has 
made her independent of a particular 
neighborhood; and so long as there is a 
parking lot for her convenience, she can 
go almost any distance she desires for her 
food buying, if the price attraction is suf- 
ficiently great. 


On the other hand, this projection of 


the large food market away from the 
central or main street of a town to its 
outskirts or to new residential districts 
away from the business center is chang- 


ing the physical aspect of cities and of 


city planning. Often around the super- 
market community shopping centers are 
growing up, and it is apparent that the 
tendency today is towards a multiple of 
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local complete community shopping 
centers, planned with due architectural 
foresight, rather than a single central 
business focus. This also means that we 
may see greater dispersal of communities 
and greater merging of rural and urban 
populations. 

Equally important, of course, in the 
identifying characteristics of the super- 
market is its economic set-up. Overhead, 
rent, salaries, etc.—have been reduced 
60°} to 10%-—and in some cases even 
more—and the general mark-up has been 
brought to an all-time low. These are the 
savings which the supermarket operator 
is able to pass on to the consumer. But, 
of course, this low overhead is made pos- 
sible only by the enormous traffic and 
phenomenal values on which the super- 
market depends. This means that the 
supermarket’s real job is to attract this 
unprecedented traffic, and it must, there- 
fore, engage in promotional and ad- 
vertising activities far beyond the need of 
any other retailing type. Hence show- 
manship of varying graduations ranging 
up to Hollywood proportions, becomes 
part of the supermarket operator’s con- 
cern. 

Let me mention a few characteristic 
examples of how far the supermarket 
operator will go. One is that of Charles 
Crouch, of Oakland, California, who, in 
opening a new market recently, spent 
over $5,000 for a promotion. He at- 
tracted some 25,000 people to this mar- 
ket and in two days made over $20,000 
in sales. Other promotions, which are by 
no means isolated, are complete circuses 
such as those put on by Henke & Pillot 
and Leonard Bros., both of Texas, for 
some 50,000 people; the public weddings 
of Carl’s in Miami; cooking schools; and 
automobile drawings. In other words, 


supermarket operation entails showman- 
ship to an extent undreamed of by any 
other branch of food retailing. 


But these special promotions are not 
the sole evidence of the new demands 
placed on these mass merchandisers to 
attract traffic. Advertising and radio 
programs are also part of their technique. 
Some years ago we predicted that in the 
not-far-distant future supermarkets 
would dominate local newspaper food 
linage. That is already coming to pass, 
as indicated by the following figures 
gathered in a series of surveys made by 
us over several years: In the same cities, 
in 1934 supermarkets used 5,149,715 
lines or 14% of the total. In 1939 they 
used 13,438,437 lines or 40.76% of the 
retail food linage used by supermarkets, 
chains and voluntaries. 

Larger markets are already using daily 
radio programs and special novelty radio 
features to swell their followers. All this 
is a new conception of retail food mer- 
chandising which leaves the service unit 
and the chain far behind for promotional 
ingenuity. 

However, most important, it is the 
principle of self-service, at least in the 
grocery department, which is the sine 
gua non of the supermarket operation. 
Self-service had, of course, been tried 
before the advent of the supermarket but 
never under such Elysian conditions. 
Through veritable mountains of food, of 
every variety and description, among 
thousands of brand names made familiar 
to her each day by the seductive ad- 
vertisements of the national magazines, 
the housewife wanders at leisure without 
interference. What could be more ideal? 
Or, as has become characteristic in super- 
market shopping, the family may go to- 
gether—father, mother and children 
making a kind of pilgrimage through 
these Gargantuan marts, which more 
often than not provide a program of 
entertainers, some contest drawings, a 
special “‘kiddie”’ feature, free demonstra- 
tion—all to lend zest to the occasion of 
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a Saturday night. In other words, the 
supermarket has brought glamour to the 
prosaic task of food buying. Studies 
made by us have shown that men, equally 
with women, like to shop in the super- 
market—a factor which has encouraged 
the addition of special departments and 
stock inventory to which men are es- 
pecially susceptible. 

As the best answer to the merchandis- 
ing experts of 1930, we cite the average 
unit sale that has grown out of self- 
service. Whereas the service store records 
an average unit sale of 35¢, and the 
chain unit, of 65¢, the average super- 
market sale is $1.58. In individual cases 
these average sales run as high as $3.00, 
$4.00 and $10.00 per consumer. 

In the early days of the supermarket, 
the self-service feature was confined 
mainly to the grocery department; but 
as the operators have appraised the ex- 
traordinary appeal of this self-service 
feature they have converted other de- 
partments to self-service. What was once 
considered impossible is now quite pos- 
sible and practical. Produce, dairy, drugs, 
baked goods, liquors are now being suc- 
cessfully merchandised as self-service de- 
partments in many supermarkets. Per- 
haps one of these days we shall see meats 
on a self-service basis. Not only the 
operators, but the packers, are studying 
how to sell fresh sirloin steak or lamb 
chops on a self-service basis. 

In this success of self-service, mass 
display has played a very definite part. 
Up to the time when self-service was in- 
troduced, the clerk behind the counter 
was considered indispensable in the 
store. Clerks were educated in the science 
of waiting on customers, in the power of 
suggestion, in selling related items. Text- 
books and manuals were written. Special 
studies were made on how to approach 
the customer and to see that she was 
waited on properly and efficiently. Mass 


displays combined with shopping car- 
riers have destroyed the belief in the 
invincibility of the salesman behind the 
counter. 

We know now that the average con- 
sumer, given a carrier and left to wander 
around the supermarket without any 
interference, will sell herself more mer- 
chandise than the best salesman behind 
the counter. To effect this, showmanship 
is no less essential within the market 
itself. Depending solely on the silent 
attraction of the merchandise, the opera- 
tor has appraised the value of displays 
and the formidable appeal of tremendous 
masses. The buyer must be sold by the 
mute suggestion of abundance, and the 
effect of these displays is no longer a 
question. Operators have even ascer- 
tained which part of the market will 
produce the best results. 

In our own research, we have made 
many illuminating studies on the impor- 
tance of the mass display. For example, 
in a recent survey with flour, we made 
two displays of two different brands of 
flour. The quality of both brands was the 
same; the price at which they were sold 
was the same. One brand, however, was 
given a larger display than the other, 
and the larger display outsold the smaller 
one by 5 to 1. When this procedure was 
reversed and the hitherto faster selling 
brand was moved to the less conspicuous 
spot in the market, the same ratio of 
sales appeared. 


SUPERMARKET TRENDS 


Let me briefly summarize the changes 
which have come over the supermarket 
method within its few years of existence. 
First, there is the startling physical 
change. Although the first supermarkets 
won the consumer’s approval on the basis 
of price, it very quickly became evident 
that the price factor was not the only 
one which attracted the housewife. The 
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self-service method itself and the great 
inventories, were features highly attrac- 
tive to her. Therefore, convinced of the 
permanence of the supermarket system, 
the operator was able with security to 
extend his system and increase his in- 
vestment. 

The physical change of the super- 
market is the most apparent evidence of 
this. The shabby barn has given way 
almost universally to modern, highly at- 
tractive structures, with the finest of 
facilities, many newly devised for the 
extension of self-service. Today, it is 
not uncommon to read about super- 
market openings that represent an in- 
vestment of $100,000 or more for a single 
unit. Recently, Henke & Pillot in Hous- 
ton, Texas, opened a unit which cost 
$185,000. Ten years ago, it was a rare 
phenomenon for a food merchant to in- 
vest that much money. Yet, today, from 
all over the country we receive news daily 
of openings of markets representing in- 
vestments of $50,000 to $100,000 and 
even $300,000. 

New types of buildings, fronts, equip- 
ment have been developed to meet the 
requirements of this mass merchandising 
enterprise. Up to the time the super- 
market method was introduced to the 
public, it was rare to find a meat depart- 
ment 200 feet long; a produce depart- 
ment occupying as much as 5,000 square 
feet; a grocery department featuring 
anywhere from three to ten thousand 
items; a soda fountain, a lunch counter, 
restaurant and extensive drug depart- 
ment, all part of the grocery business. 
Yet, all these have been added to the 
supermarket and have become a definite 
part of its operation. 

Of course, such investments have 
necessitated complete changes of man- 
agement and merchandising procedure. 
These large enterprises require large 
statts of employees, with the entailment 


of employer-employee problems. Some 
of the supermarket operators in building 
up loyal organizations have gone so far 
as to introduce employer-employee pro- 
grams such as employees’ retirement 
benefits, insurance and loan funds. 

The increasing factor of competition 
has also made necessary certain changes 
in the supermarket operation. Thus far, 
the supermarket insofar as price struc- 
ture is concerned, has led the competitive 
procession and has been able to undersell 
his competitors; but his competitors have 
profited by his example. The chains have 
introduced self-service and new methods 
which have reduced their erstwhile high 
operation costs. The supermarket oper- 
ator has been cognizant of this reduced 
differential between his method and the 
chains—and to cope with this he has in- 
troduced new types of departments, 
high profit specialty departments never 
hitherto found in food retailing. Some 
features, hitherto confined to the depart- 
ment store, have been transported to 
these food stores, with the difference, 
of course, that the supermarket is 
stripped of such luxury features as the 
convenient charge account and the de- 
livery service, and it is streamlined to the 
lowest possible cost. Generally, the super- 
market is also confined to everyday con- 
sumable articles with, food as the chief 
center of attraction. 

INFLUENCE OF THE SUPERMARKET 

Taking then, the supermarket as we 
find it today, let us next. consider what 
influence it has had on distribution in 
general. Most important, it has demon- 
strated that distribution costs from the 
producer to the ultimate consumer could 
still be reduced and that the supermarket 
operation thus far offers the shortest cut 
from the farm or factory into the con- 
sumer’s pantry. It has permitted mass 


distribution of foods finally to catch up 
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with mass production by the further 
elimination of several distribution costs. 

It has destroyed the tradition that 
consumers want every form of service. 
Moreover it has shown that they will 
travel almost any distance to get their 
foods if they can save money. It con- 
tinues to demonstrate that consumers 
like to shop without interference and 
that self-service shopping is far more 
effective than the best salesman behind 
the counter. In other words, it has 
changed the shopping habits of a great 
percentage of the American public. 

What has it done to the organized 
retailing systems? It has forced the 
corporate chains to revamp their en- 
tire merchandising structure. The chain 
neighborhood store, no longer an eco- 
nomic unit, has been altered to meet the 
price competition of supermarkets. The 
chains have been forced to close down 
many of their units and to replace them 
with supermarkets, the average being 
five neighborhood units for one super- 
market opening. 

The supermarket is also affecting 
numerous independent units. Service 
grocers are rapidly revamping their set- 
ups to afford a combination of self-service. 
These new type units of independents, 
termed Superettes, are spreading rapidly 
throughout the country. That this move- 
ment is already nationwide in scope is 
evidenced by the recent preliminary 
census report which states: 

“While there has been little change in 
the number of grocery stores since 1929, 
combination stores, (groceries and fresh 
meats) have increased 71,391 or 62 per 
cent in number—and meat markets have 
dropped 1§ per cent. In sales, however, 
combination stores have increased in 
this ten year period by 41 per cent— 
while grocery stores have decreased 35 
per cent—and meat markets have de- 
creased 44 per cent. But, in this classifi- 


cation (combination stores), are included 
most of the so-called supermarkets (and 
self-service markets), whose exceptional 
growth will be the subject of a detailed 
census report.” 

The approval of self-service, as demon- 
strated in the supermarket, has encour- 
aged other branches of retailing, outside 
the food industry, to begin experiments 
in the inauguration of self-service. We 
already hear of department stores study- 
ing the supermarket system of retailing, 
with a view to revamping their structure 
so that they, too, can reduce some of 
their high costs. Bamberger’s of Newark 
has introduced a bargain basement on 
the self-service basis. Thus, we can see 
already the all-important part the super- 
market has played in pointing towards 
more economical distribution—and its 
role has only begun. 


FUTURE OF THE SUPERMARKET 


Which leads us to the final question: 
What are the present indications as to 
the supermarket’s future? In the early 
days of its growth, I visioned the super- 
market of the future as assuming physical 
proportions equal in size to our mam- 
moth department stores with the food 
department as the attraction or magnet 
but with numerous departments of fast- 
selling merchandise. I foresaw that these 
future supermarkets would become real 
community centers, glorified village trad- 
ing posts; and, as a matter of fact, such 
they have become in many parts of the 
country. 

Generally speaking, however, there is 
no one pattern for these supermarkets o! 
the future, either as to size or as to 
operation. The supermarket will reflect 
the personalities and the ambitions o! 
the operator and meet the special com- 
petitive needs of the community. In the 
industrial centers of the East and Middle 
West, supermarkets will probably be 
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limited in size of operation. They will be 
housed in buildings in great part from 
5,000 to 10,000 square feet. In the main, 
they will concentrate chiefly on food, 
catering to people in limited trading 
areas. Their set-ups will be planned to 
obtain a net profit on a minimum volume. 
In other words, they will be flexible 
units, capable of doing upward of a half 
million a year, but able to survive on 
much less. 

In other parts of the country—the 
South, the Southwest, the Far West— 
supermarkets will assume much more 
imposing proportions. Buildings will oc- 
cupy as much as 20,000 square feet, and 
even 40,000. Emphasis will be placed on 
new lines. New departments will be 
added and new lines of merchandise will 
be featured. The bakery, now present 
in many supermarkets, will become an 
integral part of the operation. More 
emphasis will be placed on cooked and 
semicooked foods. Lunchrooms, soda 
fountains, drug departments, notions, 
novelties, magazines—all of these will 
become just as much a part of the super- 
market as the grocery, produce and meat 
department. Dramatic promotion which 
attracts traffic will continue even on a 
larger scale. 

In the fight for the consumer’s patron- 
age, which, of course, becomes more in- 
tensified daily as markets increase, the 
struggle for survival becomes a great 
problem. The corporate chains are now 
assuming a challenging role in the self- 
service field. But they will not have it 
their own way as they did in the days of 


their rapid growth, when they encoun- 
tered an unorganized, inefficient group 
of retailers. The chains no longer enjoy 
the buying advantages of yesteryear. 
Then, able to obtain extraordinary buy- 
ing advantages due to their mass buying, 
they could undersell the independents by 
a wide margin. New merchandising 
technique has become the sole test, and 
in this regards the independent super- 
market operator still leads, so that the 
test resolves itself into an appeal to the 
consumer. 

As for the neighborhood service grocer 
—he has been weathering competitive 
storms for years and still survives and, 
within the scope of his service, there is 
still a role for him. Today, he is again 
revamping his retail structure and offer- 
ing his customers the “superette’’—the 
modified supermarket wherein his con- 
sumers get both service and self-service, 
in any manner they wish. And there are 
still enough customers in the high income 
brackets who want comfort and will pay 
for this service. Although these remain in 
the minority, they are sufficient in 
number to support the neighborhood 
service store. 

Finally, just how far self-service will 
go in other branches of distribution it is 
still too early to prophesy. But, we do 
know that it has contributed to lowering 
distribution costs, the consuming public 
likes it, and it is expanding at a much 
faster rate than most people realize. How 
far it will affect our national system of 
distribution only time can tell. 











CURRENT TRENDS IN RETAIL DISTRIBUTION 


JOHN W. WINGATE 
New York University School of Retailing 


EALLY to discuss most of today’s 
R trends in retail distribution would 
require not a half hour but a full term’s 
course. We would have to consider among 
others the following: 


The organized efforts of retailers to keep re- 
tail prices under control in cooperation in the 
National Defense Program. 

The repercussions of the consumer move- 
ment on retailing. 

The effect of government regulations on 
advertising and selling practices. 

The retailer’s increasing assumption of the 
role of “purchasing agent” for his clientele 
rather than that of distributing agent for his 
resources. 

The trend, in the chain-grocery field at 
least, toward fewer but bigger stores. 

The acceptance by independents of whole- 
saler-sponsored voluntary chains. 

The growth of supermarkets. 

The introduction of air conditioning and 
fluorescent lighting in small as well as large 
stores. 

The progress through unionization and 
more enlightened management, in providing 
the retail employee with greater security. 

And even the scenting of store interiors 
and of specific merchandise, so as to appeal 
to the olfactory nerves as well as those of 
sight, hearing and touch. 


TRENDS IN THE DEPARTMENT STORE 
FIELD 


Just before Christmas, 12 heads of 
large New York retail organizations from 
among those that support the School of 
Retailing, reported what they believe to 
be the major trends in the department 
store field. Eight or more of these mer- 
chants agreed on the following trends as 
being “‘well defined and of growing sig- 
nificance.” They are presented in ap- 
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proximate order of importance, as meas- 
ured by frequency of mention. 

(1) Increased promotion by stores and 
use by customers of deferred payment 
methods, including junior credit arrange- 
ments. 

(2) Development of branch stores in 
the same trading area as the parent 
store—a result no doubt of the de- 
centralization of population. 

(3) Increased emphasis on complete 
stocks rather than on stock turnover. 
This may be simply a cyclical trend as- 
sociated with a tendency for prices to 
rise. 

(4) The making available to customers 
of facts about goods that will aid in an 
intelligent choice. This is being at- 
tempted by: 

(a) Increased insistence that manufac- 
turers provide stores with technical 
facts about goods. 

(b) Increased use of informative merchan- 
dise labels. 

(c) Insistence that more merchandise 
facts be included in advertisements. 


(5) Better cooperation between stores 
and vendors, leading to a reduction in 
returns and cancellations. 

(6) Training of salesforce by their 1m- 
mediate superiors rather than by training 
departments (except for initial training). 
The recent move in this direction by 
Lord & Taylor has received much pub- 
licity. 

(7) Further development of key re- 
sources with whom the store or depart- 
ment concentrates the major part of its 
buying. This trend is related to (5) 
above, the trend toward cooperation. 

(8) More setting of specifications by 
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retailers. Like number (4) above, this is 
probably an outgrowth of the consumer 
movement. 

(9) Increased use of consolidated de- 
livery. It is becoming increasingly ap- 
parent that a specialist in physical dis- 
tribution can handle this problem better 
than most merchants can. 

(10) General air conditioning of all 
selling floors. Customers are insisting on 
a comfortable shopping environment. 

TRENDs IN BuyInc 

Rather than touch sketchily on many 
of these trends, either in the department 
store or in the general retailing field, it 
would seem fitting to discuss in some de- 
tail three significant trends in the field of 
general merchandise—one in buying, one 
in advertising, and one in selling. These 
are, first, the growth of central buying; 
second, the increased use of factual ad- 
vertising and its corollary pre-testing; 
and, third, the rise of limited- and self- 
service methods of selling. 

Cooperative buying arrangements 
have been an important factor for many 
years; but there is now a gradual change 
in the method of operation. Group buy- 
ing is slowly giving way to central buy- 
ing, although some resident offices 
report that they still do much of the 
former. Group buying is a cumbersome 
process. It requires much advance spade 
work by a steering committee. Then the 
buyers themselves must gather at an 
appointed time to look over the as- 
sembled samples or to consider the staple 
products of leading manufacturers with 
which they are all familiar. Buyers dis- 
agree in their opinions, with the result 
that the manufacturers showing to 
groups often do not get as large orders as 
they had a right to expect. During 
periods of falling prices, group buying is 
particularly difficult because advance 
commitments cannot safely be made. 


The store free to scout out individual 
opportunities does better than the store 
tied to the group. 


Advantages of Central Buying 


Under central buying, the cumbersome 
machinery of group buying is eliminated. 
Quick buying decisions can be made and 
a flow of merchandise to the stores main- 
tained. 

Demand in all parts of the country is 
becoming more and more alike. Alleged 
differences in local conditions are more in 
the mind of the store’s buyer than in 
that of the store’s customer. Chains, 
through their careful systems of unit 
control, have proved that distant stores 
can be merchandised successfully from 
a central point. In general, the style that 
sells well in one community will sell well 
in others. Some local peculiarities exist, 
of course; these the central buying 
organization soon learns. For example, 
in New York the season for evening 
gowns is just before the Christmas holi- 
day season, whereas in St. Louis the as- 
sortments of evening wear must be com- 
plete in September in anticipation of the 
Veil Profit Ball early in October. 

Some day we are likely to look back 
with surprise at a distribution system 
built upon thousands of small store 
buyers shuttling back and forth from the 
wholesale markets to buy almost identi- 
cal goods to sell to similar people de- 
centrally located. A system using a com- 
paratively few expert and specialized 
buyers, buying for a group of associated 
stores: (1) lessens the cost of selling from 
manufacturer to retailer; (2) places more 
responsibility for market analysis and 
promotion on the shoulders of the retail 
organization; (3) leads to the develop- 
ment of better merchandise standards 
which assure the customers of finding 
more serviceable merchandise in the 


store’s stocks; (4) provides the stores 
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with exclusive styles on which they are 
not subject to direct price competition; 
and (5) allows the stores to concentrate 
on the problem of selling the goods. 

For fashion merchandise, it has ad- 
ditional advantages: (1) It provides a 
flow of new goods from manufacturer to 
retailer that matches the flow from re- 
tailer to consumer. This makes it 
possible for the manufacturer to gauge 
customer demand more accurately, for 
the retailer to avoid heavy stocks and 
attendant markdowns, and for con- 
sumers to find new, fresh merchandise 
always available. (2) It makes possible 
prompt determination of what new 
styles are destined to become “runners,” 
thus allowing stores and manufacturers 
to exploit a style to the full while the 
demand lasts. (3) At times, it facilitates 
the transfer of a style from one store 
where it is not needed to a store where it 
is in demand. 


Central Buying by Independents 


Although most of the central buying 
is still being done by chain organizations, 
independents have been experimenting 
with the procedure. A number of buying 
offices have been buying cheaper dresses 
centrally for some time and are now ex- 
perimenting with coats. The most suc- 
cessful application of the principle to 
better dresses is that of Jane Engel. This 
organization buys dresses from $7.95 to 
$49.95 for a large group of independent 
specialty shops and for four department 
stores; Gimbel’s in Philadelphia, Mc- 
Crudy’s in Rochester, N. Y., Schuneman 
and Mannheimer’s in St. Paul, and Gold 
& Co. in Lincoln, Nebraska. Various dif- 
ficulties have been ironed out over the 
last year, and the organization expect, in 
1941 to increase considerably the number 
of department stores it serves. 

The chief requirement for success 
seems to be that the person in charge at 


the selling end be someone other than 
the former buyer. The latter is not anx- 
ious to see the plan a success. But a 
young woman who is promoted to the 
position of department manager will co- 
operate wholeheartedly. 
Listing and ‘fobbing 

For staple goods, the listing plan seems 
to be more suitable than the central 
merchandising plan used for outer ready- 
to-wear. Either through group meetings 
of store buyers or through market repre- 
sentatives, the most suitable merchan- 
dise is determined and the cooperating 
stores are provided lists with descriptions, 
prices, and terms. Stores are urged to buy 
listed merchandise in preference to simi- 
lar goods available elsewhere. Private 
brands are developed in this way. 

Sometimes the buying offices not only 
list but also job. Frequently savings are 
available where the office puts in a stock 
that cannot be obtained if stores order 
direct as needed. 


Deterrents to Central Buying 


The chief deterrent to more rapid 
growth of central buying arrangements 
is the hesitancy of stores to turn over the 
vital buying function to a cooperative or 
independent market organization. This 
is augmented by the opposition of estab- 
lished buyers and merchandise managers, 
who see an undermining of their posi- 
tions. 

But it has been effectively demon- 
strated: (1) that central buyers can ad- 
just themselves to local conditions by 
giving careful attention to the com- 
munications from store managers which 
accompany the statistical reports; and 
(2) that merchandise facts of value to 
salesperson and customer can be passed 
on through bulletins as completely 4s 
through the buyer’s oral presentation in 
the store. A certain amount of en- 
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thusiasm may be lost, because of the 
dual organization, and there is some 
“passing of the buck” in case of failure; 
but these vary inversely with the degree 
of acceptance of the method by the 
personnel involved. Seasonal visits by 
department managers to the market will 
do much to maintain cooperation. While 
no sudden growth of central buying is 
yet in sight, the sustained trend is 
clearly in this direction. 


TRENDS IN ADVERTISING 
Informative Advertising 

Although convincing, objective evi- 
dence is not available, probably the out- 
standing trend in retail advertising is 
toward factual, informative, advertising. 
A preliminary check of 50 department 
store advertisements for women’s coats 
appearing in the New York Sun in the 
fall of 1935 shows an average of 93 facts 
presented per ad out of a total of 21 types 
of possible facts. This fall, 1940, 50 simi- 
lar advertisements in the identical Io 
stores show an average of 103 facts. In 
1940, there was a more frequent mention 
of materials, sizes, styles and workman- 
ship, but no change in the frequency 
with which colors, uses and benefits were 
indicated. 

A similar check was made of a smaller 
number of advertisements for uphol- 
stered living room furniture. Here no in- 
crease in number of facts was noted, but 
there had been a significant increase in 
the frequency of mention of the fillings 
used in pillows and upholstery and of the 
uses and benefits of the articles. 

Although we shall have to do a great 
deal more checking still before conclu- 
sive evidence can be obtained, there is 
no doubt a growing insistence upon the 
part of leading retail organizations that 
copy be more informative. In one depart- 
ment-store chain, for example, there is 
an inflexible rule that whenever colors, 


sizes, and materials are factors in custo- 
mer choice, they must be mentioned. 
There is also an increasing study by the 
over-the-counter retailer of the mail- 
order catalog. It is felt that much of the 
mail-order success can be attributed to 
the complete information presented 
about each article. 

Not only are advertisements tending 
to give more information but, where 
facts are complete, sales results seem to 
be better. In one New York store, when 
4 or fewer facts were mentioned in a 
group of 250 advertisements, only one- 
third of the ads were classified as suc- 
cessful. As the number of facts increased, 
the proportion of successful ads in- 
creased. Of the ads giving 8 or more 
merchandise facts, two-thirds were suc- 
cessful. In another store, of the ads in 
which 4 or fewer merchandise facts were 
mentioned, 6 out of 10 were failures, but 
when 5 or more facts were mentioned 6 
out of 10 were successful. 

A specific case is worthy of mention. 
About the same date, two New York 
stores recently advertised upholstered 
chairs at about the same price. The 
larger store gave very few specifica- 
tions in its advertisements and had a 
very poor response. The smaller inserted 
complete facts and in two days sold 
660 chairs, with mail orders still pour- 
ing in. 

Reasons for Trend 


The trend toward more informative 
advertising is partly an outgrowth of the 
consumer movement, with its insistence 
that manufacturers and retailers provide 
more facts upon which the customer may 
base an intelligent choice. It is partly 
the result of the related regulations by 
the Federal Trade Commission and of 
the standards recommended by the 
Better Business Bureaus. And, as already 
indicated, it is partly due to the success 
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of the mail-order chains, with their com- 
plete and convincing copy. 

Of course, there are still those who 
insist that customers do not really want 
merchandise details and that the emo- 
tional appeal is all compelling. But it is 
seldom necessary to eliminate glamour in 
order to present such facts as composi- 
tion, durability, construction, benefits, 
and points of superiority. Psychologi- 
cally, an urge to buy is intensified as 
added features about the goods come to 
the attention. Even the person who is 
not interested in the facts themselves 
likes to feel that he can point to rational 
motives to justify his emotional reaction. 
Pre-Testing 

An advertising trend closely related to 
factual advertising, is the growth of the 
pre-testing technique based on the check 
list idea. The Townsend brothers de- 
veloped a secret list of 27 points and sold 
the service to a good many stores. Other 
big retail organizations have been de- 
veloping their own check lists, placing 
the emphasis on objective facts in the ads 
rather than on subjective valuations of 
what emotional response the advertise- 
ment may create. A year ago, one of the 
biggest appointed a “copy critic” to 
check each proposed advertisement 
against 21 points deemed highly desir- 
able in the majority of promotional ad- 
vertisements. These were not developed 
by arm-chair reasoning, but by a careful 
analysis of the store’s successful and un- 
successful advertising. Advertisements 
for similar merchandise under compar- 
able conditions of medium, position, 
time, and weather were analyzed. The 
massed evidence indicated that certain 
types of presentation were more often 
successful than others. 

Such check lists not only indicate 
merchandise facts that should be in- 





cluded but also techniques in the use of 
headlines, illustrations, layout and copy, 
For example, informative headlines are 
generally to be preferred to label head- 
lines; and copy written from the custo- 
mer’s point of view generally sells better 
than copy from the store’s point of view. 

Such pre-testing devices have been 
criticized on the grounds, first, that the 
experienced advertiser knows what facts 
and techniques to include and, second, 
that pre-testing attempts to make a 
science out of an art—ads that fail to 
embody the rules are often very success- 
ful. But even the most experienced copy- 
writer forgets, and, at best, his tech- 
niques are based on opinion, not on fact. 
Again, the most ardent defenders of the 
check list will admit that the merchan- 
dise and its timeliness are more impor- 
tant than the advertisement itself. Good 
advertising is no substitute for merchan- 
dise selection; but, granted the latter, it 
it is still true that one technique out- 
sells another. Once the store has deter- 
mined the techniques that usually suc- 
ceed and those that usually fail, it should 
play up its successful methods and avoid 
the unsuccessful ones. 

Nor does such a conclusion make ad- 
vertising stereotyped. Within the frame- 
work of the desirable features, there is 
wide room for the copywriter to use un- 
usual and compelling headlines and to 
write copy that sings. In fact, it is pos- 
sible that the copywriter should give no 
thought to a check list in writing original 
copy and that the necessary additions or 
modifications be undertaken by a copy 
chief who will learn so to edit as not to 
subtract one iota from the fresh spon- 
taneity of the copywriter. Details that 
the artist overlooked will be painted in 
to give the observer a more complete 
picture, but the beauty of the original 
will be retained, 
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TRENDS IN SELLING 


Probably the outstanding trend on the 
selling side of retailing is the develop- 
ment of limited-service stores, depart- 
ments, sections and counters. Limited 
service embraces, not only cash and carry 
systems, but also self-service and semi- 
self-service arrangements. The variety 
chains started the movement many 
years ago; but others assumed that the 
system was suited only to novelty goods 
under ten cents. It took the variety 
stores themselves some time to realize 
that their system would work for more 
expensive goods. 


Spread of Limited Service 


In the grocery field, it was not until 
the last ten years that any broad move- 
ment developed away from the typical 
neighborhood stores with clerks to 
wait on customers. But, once the 
supermarkets got underway, they grew 
rapidly. It is estimated that they already 
do 20° of the food business of this 
country, and, as Mr. Zimmerman has 
indicated, the end is not in sight. 

Nor has the movement been limit- 
ed to variety goods and foodstuffs. In 
women’s ready-to-wear, great successes 
have been built about the self-service 
principle. Klein’s of Union Square does 
perhaps the largest women’s dress busi- 
ness in the world, with almost complete 
self-service. Ohrbach’s, near by, has had 
an equally spectacular growth. It will 
not deliver even a $69.50 coat. It has 
sales people, but they write no sales- 
checks and frequently take no part in a 
sales transaction. Most of the goods are 
readily accessible to the customer and 
so carefully arranged and labeled that 
it is easy for the customer to locate de- 
sired merchandise without the assistance 
of a clerk. If the customer finds what she 


1 Cf. M. M. Zimmerman, “The Supermarket and the 
Changing Retail Structure,” elsewhere in this issue. 


wants unaided, she can take the goods 
directly to the nearest cashier and wrap- 
ping desk. If a clerk does assist, he directs 
the customer to the desk. 

In the case of sized merchandise, such 
as hosiery, samples of every style and 
color are on display. The customer 
chooses from sample and the clerk 
quickly produces the desired size from a 
neatly arranged stock behind or under 
the counter. 

The mail-order principle of selling is 
based on the concept of shopping from a 
catalog where all the goods are artfully 
displayed and carefully described with 
no salesperson to inject his personality. 
As these organizations opened over-the- 
counter stores, they have in general fol- 
lowed the policy of making complete 
assortments accessible to customers 
without the necessity of calling on a 
salesperson to show what is in stock. In 
their order-taking stores, the customer 
may select from sample or catalog with- 
out the aid of a salesperson, and then 
place his order and pay his money at an 
order desk. 


Limited Service in the Department Store 


Department stores have been slow to 
adopt the limited service idea; but in 
basement stores it has been experimented 
with for some time. Downstairs stores 
without the credit and free delivery serv- 
ices of the upstairs store have been tried 
with varying success. Macy is showing 
new interest in the idea with a self- 
service unit in the Bamberger basement 
and with limited service in its new Syra- 
cuse store. 

The most important development in 
the self-service direction in department 
stores is the display of samples of every 
style in stock accompanied by informa- 
tive labels that tell the customer at least 
everything the average salesperson would 
know about the articles. For example, 
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one store has a long fixture with one of 
every type of skate lined up and chained 
to the fixture. A clear, detailed informa- 
tive label in large type appears at the 
back of each sample. A customer needs 
no salesclerk to see the complete assort- 
ment and to make an intelligent choice. 
When the choice is made, a clerk is avail- 
able to procure the desired size and con- 
summate the sales transaction. The only 
thing that is lacking is a system whereby 
the customer can take his skates to a 
cashier and wrapping desk where the 
transaction could be completed more 
quickly than it is by a salesperson. 

Another New York department store 
did carry out the central selling desk 
concept. Last Columbus Day, it ran a 
tremendous sale of chairs entirely on the 
“cafeteria” basis. A sample of every style 
and covering in the large assortment was 
lined up with a complete informative 
label attached. Customers made their 
selections unassisted by salesclerks. Not- 
ing the numbers of their choice, they 
went to a desk in the middle of the floor 
and placed orders with clerks. 

There seems every reason to believe 
that there will soon be a marked increase 
in this type of semi-self-service. There 
will be developed many ingenious devices 
to make it possible for the customer to 
inspect virtually the complete stock 
without assistance and with the sales- 
person usually simply locating a replica 
of the sample in the desired size and 
giving advice only in the unusual cases 
when the customer requests it. Such in- 
formative displays of all or the major 
styles and qualities in stock would seem 
for much merchandise superior to the 
common practice of displaying, for ex- 
ample, a handbag, a_handerkerchief 
and a scarf in a formal pose that is sup- 
posed to lead to suggestion selling. 

Another advantage of the plan is that 
it forces the merchandising executives to 


give more attention to avoiding styles 
that are almost duplicates of one another 
and to insure that the higher priced 
articles are really superior to the cheaper 
ones. A leading mail-order concern re- 
ports that the process of lining up and 
labeling for the customer’s inspection the 
different qualities in stock has led to 
considerable simplification in the assort- 
ments. The differences in some qualities 
were too slight to be significant to the 
consumer. 


Labeling 


Informative labeling is an integral part 
of the trend toward self-service. The 
label can tell all the typical salesperson 
knows about the goods and do it more 
accurately and more convincingly, be- 
cause of the authority attached to the 
printed word. But even where sales- 
people continue to be important factors 
in retail distribution, the label still has 
its place in acting as a prompter for the 
clerk. Such point of sale information is 
likely to make the sales talk more intel- 
ligent than dependence upon _ hazy 
memory or what was said by the buyer or 
other lecturer in a class on merchandise 
information. 

While there are some plausible argu- 
ments against attaching labels to such 
garments as women’s evening dresses, 
bought almost wholly for what they will 
do to the person rather than for what 
they are, it seems a safe forecast that 
labeling will become a common practice. 
Wherever utility is an important element 
in choice, it has a rightful place. In the 
past, such efforts as have been made by 
manufacturers to label their products 
have been largely nullified by the re- 
tailers’ practice of removing labels before 
offering the goods for sale. But the newer 
labels are being designed to give cus- 
tomers facts, not to impress them with 
the name of the manufacturer. Under 
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the leadership of such organizations as 
the National Consumer-Retailer Council 
stores are asking manufacturers for such 
labels. 


Reasons for Growth of Self-Service 


The reasons for the growth of self- 
service are not hard to seek. The method 
both increases sales and reduces expense. 

On the sales side, it eliminates the 
sales resistance that so many customers 
build up to offset the blandishments of 
the salesperson. It is based on the sound 
psychology that goods sell themselves 
better than the average run of clerks can 
sell them. Particularly, if the goods are 
accompanied by informative labels that 
answer the usual questions in the cus- 
tomer’s mind and indicate clearly differ- 
ences in quality, the silent salesmanship 
is more convincing than the amateurish 
efforts of a clerk who is short on accuracy 
and personal interest in the transaction 
and who, not fully comprehending the 
customer’s needs, injects ideas that 
simply confuse. 

Take the matter of suggestion selling, 
supposedly one of the cardinal technics 
of the salesperson. It has resulted in 
many people steeling themselves in ad- 
vance to say vo to any suggestion that 
may be offered. And the Mr. Milque- 
toasts who accept the suggestions often 
shun the store later in order to avoid 
other unwanted purchases. Contrast this 
situation with a clear assortment of the 
goods themselves, their direct appeals 
unhampered by the zeal of salespeople. 
Few service grocery stores, with all their 
attempts to train salespeople to make 
use of suggestion selling, are as successful 
in getting the added sale as the super- 
market or the cafeteria where goods sell 
themselves. The customer is much more 
likely to buy more than he intended if 
left alone to chose from a broad assort- 
ment temptingly displayed. 


On the expense side, self-service and 
limited service are making marked re- 
ductions in the cost of doing business. 
The rising rate of retail expenses has long 
been a cause of alarm. Here is an op- 
portunity to reverse the trend and at the 
same time actually to facilitate the cus- 
tomers’ freedom of choice. Expenses in 
supermarkets, we hear, average 8 per 
cent below those of service food stores. 
Some limited-service women’s specialty 
stores operate at expense rates of well 
under 20 per cent, compared to the de- 
partment-store figure of over 36 per cent. 
The department store sells a dress costing 
$4.75 for $6.95 and frequently $7.95; the 
nel hae service specialty shop sells it for 
$5.95, and frequently for less. 


Place of the Salesperson 


In spite of these obvious advantages, 
in many stores and in the majority of 
class rooms where retailing is taught, 
the belief persists that there should be a 
clerk to greet every customer, to analyze 
her needs, to display the goods, to talk 
them up, to make additional suggestions 
and to close the sale. The idea still per- 
sists that, in the popular-priced as well 
as the exclusive store, a clerk should give 
full attention to one customer and com- 
plete one transaction before starting 
another. Year after year at retail con- 
ventions, the clerk is said to be the focal 
point of the retail business. On her han- 
dling of each customer the entire struc- 
ture of the great retail institution is 
alleged to depend. Yet, no marked im- 
provement in the quality of salesmanship 
is observed over a period of years. Stores 
still hesitate to pay high wages for really 
expert salespeople, and the training done 
is usually too perfunctory really to de- 
velop an intelligent force from relatively 
mediocre material. 

At last, there seems to be a realization 
that the clerk in most stores was not as 
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important as we tried to believe. If goods 
are properly arranged and labeled, with 
a little more spent on carpentry work, 
the majority of sales transactions require 
no salesmanship, simply someone to con- 
summate the physical transfer. 

But this does not imply that there is 
no room for retail salesmanship. There 
will always be customers who need as- 
sistance, no matter how well the goods 
are displayed and labeled. There will 
always be stores that cater to the minor- 
ity who prefer to sit in tasteful surround- 
ings and inspect the wares that their 
favorite clerk chooses to present to 
them. 

For the typical store, the plan of the 
future is likely to be limited service for 
the many, coupled with a small force of 
highly trained and intelligent “customer 
advisors” available to assist any cus- 
tomer in need of their service. Fewer but 
better salespeople than we have today 
may be expected. 


CounTER TRENDS 
In conclusion, one point must be made, 
even though it may detract somewhat 


from the importance of the trends sug- 
gested. 


The field of retailing is so broad that 
for every apparent trend there can be 
found evidence of a trend in just the 
opposite direction. For example, in the 
department store field there are many 
situations in which buying and selling 
are being more closely coordinated by 
the same individual, in contrast to the 
plan discussed of setting up one organiza- 
tion to buy and another to sell. Some 
stores have many small departments 
with a buyer for each; others have intro- 
duced the department-manager plan, 
where the buyer has even more authority 
over selling and advertising than the 
typical buyer has today. 

Again, in the hardware field, the trend 
in connection with the large items at 
least, is toward more rather than less 
service. Customers do not know how to 
use the equipment they purchase, and 
the hardware salesman has to educate 
them. Again, the store has to service 
goods after the sale. 

Thus, there are always currents and 
counter-currents. It is often hard to de- 
termine which is which. But it is believed 
that the currents discussed above repre- 
sent a sustained flow toward the retailing 
practices of tomorrow. 


DISCUSSION: JAMES R. HAWKINSON 


Northwestern University 


Professor Dameron, who is well qualified 
by experience and background to speak on 
retailing and the consumer movement, has 
stated the objectives of the movement and 
the ways in which it is expected that they 

may be accomplished. Apparently, consumer 
groups are becoming aware of their potential 
influence on the retailer and are exerting that 
influence better to serve their needs. It would 
seem, then, that retailers would consider the 
movement an opportunity to learn more 
about the consumer and his wants. But ap- 
parently many retailers are not impressed 


by the efforts of consumer groups. And con- 
sumers seem skeptical of what some retailers 
have done to meet their requests. Probably 
this is because, as Professor Dameron in- 
dicates, “few, if any, stores reveal their 
quality specifications to consumers” and also 
because “‘the phrase ‘laboratory tested’ has 


been so misused in advertising as to minimize 
the value of the more serious efforts.” 

It might be pointed out, also, that the 
consumer needs some training in and under- 
standing of retailing problems. One of the 
speakers last evening said that the whims of 
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the consumer retard marketing efficiency. 
That may be a somewhat extreme view or 
aneasy way of blaming someone for whatever 
marketing inefficiency exists. Nevertheless, 
consumer groups might well try to under- 
stand such retailer problems as the difficulties 
of training temporary personnel, the cost of 
returns, the problem of decrease in sales 
when costs do not decrease proportionately 
—to mention only a few. 

The work of the National Consumer- 
Retailer Council should be effective in bring- 
ing together the retailer and the consumer. 
Certainly, the member organizations form an 
impressive list; and discussion among them 
of common problems would help the retailer 
and consumer better to understand one 
another. 

As Professor Dameron pointed out, the 
federal government has shown, through the 
Division of Consumer Protection of the 
National Defense Commission, that it is 1n- 
terested in the buying problems of the con- 
sumer. Probably, the retailer who has not 
been interested in working with consumer 
groups can learn from the experiences of 
some manufacturers, who wish now that they 
had years ago been more interested in better 
labor relations. 

This paper suggests ways in which mem- 


bers of the association can contribute to the 
solution of some of the problems in this field. 
(1) The work of the United States Depart- 
ment of Agriculture in trying to promote 
inspection and grade certification of canned 
foods, merits study and thought. The con- 
sumer needs more help than is now available 
in buying canned foods. While emotional ap- 
peal is important in selling, its use should 
not eliminate factual information; apparently 
both grade labeling and emotional appeal can 
be used. (2) If “‘general figures are not avail- 
able and surveys in various areas indicate a 
consumer preference for labeled merchan- 
dise,” more surveys and studies should help 
both manufacturers and retailers in deciding 
to what extent they should use information 
on labels. (3) ““Some stores report an increase 
in sales of items which have been tested.” 
While few stores can use testing laboratories, 
and, therefore, store-tested products can be 
made available to only a relatively few 
people, it would be well to know more about 
consumer reaction to tested products. (4) 
Since there is a good deal of consumer in- 
formation available from many sources, it 
should be known to what extent consumers 
use such information and whether they find 
it helpful in buying. 


DISCUSSION: EATON V. W. READ 
De Paul University College of Commerce 


Professor Doherty’s paper is an interesting 
addition to the literature and methodology 
of retail dynamics. The publication of the 
monograph which will utilize 1939 census 
data and report the methods and findings of 
the consumer study will supplement this 
contribution. 

It seems to this writer that the subject- 
phenomena of this and other retail trade- 
flow investigations, besides being of impor- 
tance to various types of business men and 
to marketing teachers and consultants, pre- 
sent a significant example cf the many con- 
nections among several of the social sciences 
which are now traditionally separated in our 
curricula. 


The economist who specializes in price 
theory finds in such a field case examples of 
the imperfect competition modifications of 
monopoly pricing. The distribution theorist 
applies his analysis to retail rent relation- 
ships. The economic historian traces the 
development of retail structures and func- 
tions and attempts to isolate causative fac- 
tors. 

The political scientist specializing in pub- 
lic administration sees problems of “blighted 
areas,’ annexation, transportation franchises 
or public operation, police and health service, 
and taxation. 

The psychologist focuses his attention 
upon behavior patterns, commercial and 
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non-commercial stimuli and rational and 
emotional responses. 

The sociologist considers such aspects of 
retail trade-flow as population patterns, the 
influence of social institutions and the opera- 
tions of social processes. Indeed, the first 
significant contribution to retail dynamics 
the writer has been able to find was made by 
a rural sociologist. 

Over two decades ago, years before the 
publication of the work of the J. Walter 
Thompson Co., the Batten Co., and the 
Bureau of Foreign and Domestic Commerce 
in the 1920’s, C. J. Galpin made a field study 
of Walworth County in southern Wisconsin.! 
Although he was primarily interested in 
spheres of influence of churches and high 
schools (“‘“communities,” as he called them), 
Galpin delineated retail trading areas. He 
stated certain generalizations which have 
been confirmed by later studies:? 

(1) “Trade-zone lines” do not follow po- 

litical boundaries. 

(2) The areas of influence of two or more 
towns may overlap, “producing a belt 
of neutral or common trading ter- 
ritory.” 

(3) The entire trading areas of smaller 
centers may be within the trading area 
of a larger center. 

(4) Certain types of stores have larger 
trading areas than do others. 

(s) Trading areas are not immutable 
static regions but expand and contract 
“with the growth of village centers in 
number, size and efficiency.” 

The 25 years since Galpin’s pioneering 
have seen the development of a considerable 
literature analyzing retail trading areas. Five 
bases for classifying this material are sub- 
mitted: 

(1) The special interest of the investigator 
or sponsor—entrepreneurial  (e.g., 
manufacturer, retailer, publisher) or 
academic.® 

1 The Social Anatomy of an Agricultural Community 
(Madison: Agricultural Station of the University of 
Wisconsin, 1915). 

2 Ibid., pp. 6 fF. 

3 In certain studies made by academicians entrepre- 
neurial motives have preponderated. Most investiga- 
tions by governmental units have been a part of their 
services to business. 


(2) The methodology used—the propor- 
tion of library and field research and, 
more specifically, the direct and in- 
direct measures of trade-flow utilized. 

(3) The geographic scope of the study— 
national, regional, metropolitan or 
intra-city. 

(4) The commodities or types of store 
covered. 

(5) The period covered—cross-section or 
trend. 

During the past decade major advances 
were made in methodology through an in- 
crease in the proportion of field research and 
the development of new and more direct 
measures of trade-flow. Another step forward 
was the attention paid to differences among 
commodities and among types of store. Both 
these improvements over the general studies 
of the 1920’s were rendered possible by a 
narrowing of the focus of experiment to 
relatively small areas and by the application 
of business- and university-sponsored re- 
search under the direction of trained 
technicians. 

Trend analyses such as Professor Doherty’s 
have been rare, although several of the cross- 
section investigators (such as Professors 
McGarry, Nahl, Cassady and Ostlund, 
Bratcher and the present writer) have em- 
phasized the existence of factors tending to 
produce change in retail trade patterns.’ 
It will be interesting, indeed, to see what has 
happened to the trends discerned by Profes- 
sor Doherty when his ingenious relatives of 
median per capita sales of various types of 
stores can be computed for 1939.5 

Arno H. Johnson, Director of Research of 
J. Walter Thompson Co., recently made an 
analysis of 1930-40 population trends which 
is of significance here. Using the Bureau of 
Census’ metropolitan districts adjusted to 
the nearest county lines, he found that, 
whereas the population of the United States 
increased 7.0 per cent from 1930 to 1949, 
the central cities of metropolitan districts 1n- 
creased only 4.6 per cent. However, suburbs 


4 E.g., my monograph 4n Analysis of the Retail Traé- 
ing Relationships of Elgin, Illinois—A Satellite Cu) 
(Chicago: University of Chicago Press, 1938) p. 2. 

5 These computations may have been made before 
publication, answering this question. 
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of these centers grew 12.3 per cent during 
the same period.® The same differential trend 
was found, to a lesser extent, for 160 cities 
over 25,000 and under 100,000, which grew 
9.7 per cent, whereas the remainder of their 
counties grew 13.2 per cent. Meanwhile, the 
2,722 rural and semi-rural counties having no 
city over 25,000, grew only §.5 per cent. 

The years 1930-40 thus saw a centrifugal 
population movement within urban areas. 
This changing pattern of population distribu- 
tion has undoubtedly been reflected else- 
where in the sort of institutional and func- 
tional changes in retailing reported by Pro- 
fessor Doherty as having occurred from 1929 
to 1935 in the Boston area. 

Another trend analysis in a large metro- 
politan area will undoubtedly be extended 
to 1939 by Bowden and Cassady when the 
later figures become available. As will be re- 
membered, their breakdown of census figures 
showed that central or downtown Los 
Angeles declined from 34 per cent to 25 per 
cent of the total retail sales of the county and 
from 52 per cent to 38 per cent of ready-to- 
wear volume between 1929 and 1935.’ Direct 
comparison of this with the Boston study is 
impossible because of differences in area 
division and in techniques of measurement; 
but both reflect the results of common causes. 

In connection with Professor Doherty’s 
preliminary report on his consumer study, 
the writer submits some of the findings of a 
survey in Chicago and suburbs carried out in 
1938 in conjunction with Downtown Shopping 
News. Usable questionnaires were received 
from 1,734 families in the middle income 
classes, and the findings here pertinent may 
be summarized as follows: 

(1) About one out of 12 said they did not 

shop downtown at all. 

(2) Four out of 10 of those who did shop 
downtown did so once a month or less 
frequently. 

(3) Of 750 who were asked why they 
shopped downtown, 736 answered. 


“New Census Shows City Suburbs Are Fastest 
Growing Markets,” Sales Management, November 15, 
1940, pp. 66 ff. 

hs Ww. K. Bowden and R. Cassady, Jr., ““Decentraliza- 
ton of Retail Trade in the Metropolitan Area,” THE 
JOURNAL OF MARKETING, January 1941, pp. 270-275. 


“‘Wider selection” was cited by five out 
of six, “better prices” by almost one- 
half, and “‘better styles” and “better 
quality” by about 30 per cent each. 
The Boston order was somewhat dif- 
ferent; but selection, style and quality 
appear in the first four of both series. 

(4) Reasons for not shopping downtown 
at all or more frequently, combined, 
showed convenience far in the lead 
and a loyalty reason mentioned by 
about one-third. Convenience was 
first with Bostonians also. Perhaps the 
loyalty reason was not suggested in 
that questionnaire. 

(5) The commodity buying habit findings 
in Boston and Chicago are not directly 
comparable, as, in the latter survey, 
not percentages but last purchase data 
were obtained. Both support, to a con- 
siderable extent, the orthodox shop- 
ping and convenience goods division. 


These two studies, the writer’s Elgin in- 
vestigation, and other surveys, indicate that 
the shopping goods category is too wide and 
should logically be subdivided in the light 
of accumulating evidence. 

In conclusion, certain specific comments or 
questions pertaining to Professor Doherty’s 
paper or flowing from the writer’s interest in 
retail dynamics will be suggested: 

(1) A minor criticism might be directed 
against the use of ‘‘Neighborhood Area.” 
The term “neighborhood” is closely identi- 
fied in intra-city retail analysis with a small 
cluster of convenience stores. Furthermore, 
just how this group of adjacent suburbs dif- 
fers, except as to distance, from the next 
concentric ring (called “inner suburbs” in 
the report), is not clear. 

(2) Granting that a study of retail trends 
within a cluster of cities is concerned pri- 
marily with secular movements, as Professor 
Doherty says, the writer cannot agree that 
from the viewpoints of practice and theory 
“cyclical and seasonal fluctuations have little 
or no significance in such an analysis.”’ Al- 
though cyclical effects may be hidden by 
secular trends, the stage of the cycle certainly 
affects the allocation of consumers’ resources 
between goods and services and among types 
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of each, and this allocation in turn affects the 
patterns of trade-flow in the subject year.® 

(3) Only partial agreement can be granted 
Professor Doherty’s statement that “. . . the 
Boston retail market and more particularly 
that segment of the market known as ‘Greater 
Boston’ [the city and immediately contiguous 
communities] must be considered a compact 
unit from a marketing point of view.” A 
manufacturer of women’s or men’s shoes, for 
example, would break it down further, since 
the consumer survey shows that 37 per cent 
and 43 per cent of those commodities were 
bought outside the downtown area. This 
confirms the comment above concerning sub- 
classes of shopping goods. 

(4) Probably there are no significant 
secondary shopping centers within Boston 
proper. If there were, Professor Doherty un- 
doubtedly would have commented upon 
them. Nevertheless, such studies as the re- 
cent one in Los Angeles prove that intra-city 
as well as intra-area trends should be meas- 
ured in geographically large cities and that 
the city proper is made up of many market 
areas of various functional types.® 

8 The use of sales figures for two or three separated 
years to establish a trend would not necessitate consid- 
eration of seasonal fluctuations; but in using consumer 
surveys for the same purpose care must be taken in 
timing the field work with reference not only to the 
calendar but to movable buying seasons. In my Chicago 
study, $7.7 per cent of the respondents answering the 
question stated that season made a difference in the 
amount of downtown shopping they did. 

9 In 1935 general merchandise and apparel groups of 
stores in Chicago’s nine leading secondary centers, ac- 


(5) Even if one grants the desirability of 
developing a simple measure of retail func- 
tion, is it ‘‘a fair assumption that differences 
in per capita sales for the communities of the 
area reflect the relative importance of the 
respective communities as retail outlets?” 
Perhaps the food example may demonstrate 
the applicability of the method to the areas 
or rings of towns, since income variations are 
buried or canceled out; but it seems that the 
extension of the method to individual cities 
is not valid without some adjustment for in- 
come differences.!° 

Per capita sales relatives, after further 
experiment and refinement, may well prove 
to be an addition to the statistical tools of 
the student of retail buying behavior and its 
institutional effects. Along with newspaper 
circulation, charge and delivery data, check 
clearings and other indirect measures of 
trade-flow, this index may then support the 
direct data of consumer traffic 
divides, special sales check audits and the 
like in grouping the units of a constellation 
of communities upon structural and func- 
tional bases and in measuring trends in retail 
dynamics. 


surveys, 


counted for nearly half and over half respectively of the 
amounts reported by “greater loop” establishments in 
those groups. See also Bowden and Cassady, Joc. cit. 

10 See Lincoln Jones, “Does Your Merchandising 
Match the Movements of Buying Power,” Advertising 
and Selling, October 1940, pp. 30 ff. for a description 
of the use of per capita sales relatives in determining 
“shopping density indexes.” 
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MARKETING AND THE DEFENSE PROGRAM 


CHARLES I. GRAGG 
Consultant to the Director of National Defense Purchases 


Epiror’s Note: This paper and the two which folllow 
were presented ata session on “Marketing Adjustments to 
New Conditions in ’41 and after.” Professor Harry R. 
Tosdal, Harvard University, arranged this meeting. 


E OFTEN hear it said, especially by 

persons with no immediate re- 

sponsibility for action, that na- 
tions do not learn from experience; that 
“history repeats itself’’; that the lessons 
of the past are forgotten during the 
urgencies of the moment. These sayings 
have more than a grain of truth in them; 
yet I am prepared to state that in this 
present emergency the people of the 
United States are going to make full use 
of the lessons of the last emergency— 
that emergency which struck us in 1914 
and continued for many years, certainly 
long after November, 1918. 

Judging from the attitudes of govern- 
ment (as depicted, for instance, in the 
Industrial Mobilization Plans of the 
War and Navy Departments and the 
procurement recommendations of the 
Advisory Commission to the Council of 
National Defense), from the attitudes of 
business executives and associations, and 
of the organizations of labor, I personally 
am confident that this emergency is not 
going to be characterized by profiteering, 
by extravagant wage increases, by the 
careless spending of the “‘silk-shirt’”’ era, 
or by surprise disruptions of our domestic 
economy. 

On the contrary, business, govern- 
ment, and labor, are looking farther 
than their noses. And i it is good that this 
is the case. Profiteering by capitalists and 
unthinking extravagances by workers 
are not—are most decidedly not—con- 
sistent with the spiritual impulses which 


lie behind our present determination to 
put every necessary ounce of energy into 
our defense program. 

It seems important, then, for business 
administrators to prepare themselves to 
assume wider and deeper responsibilities 
than are ordinarily demanded of them 
by the expectations of stockholders and 
boards of directors. It is not the profit 
and loss statement, or the balance sheet 
which is going to be the chief criterion of 
managerial effectiveness. Those pieces of 
paper cannot, of course, be disre- 
garded—but efficiency is no longer to be 
judged primarily by competitive profit 
making with its emphasis on beating out 
the other fellow in the struggle for 
markets. Instead, business is going to be 
called upon to cooperate to the limit of 
its ability—to cooperate with other busi- 
ness units, to cooperate with govern- 
ment buying agencies, and to integrate 
itself into a national effort which is to be 
measured in terms of sacrifices, of goods 
produced on time and in the necessary 
qualities, and a preparedness to face, 
without fatal weaknesses, a post-emer- 
gency economic struggle such as we prob- 
ably have never met before. 

These sacrifices and this responsibility 
for efficient cooperation will fall particu- 
larly hard upon the souls and the 
shoulders of all executives engaged in 
marketing activities, for those executives 
will be expected to give up more of their 
accustomed sense of importance, to do 
more in revising their normal duties, to 
think farther ahead, and to think harder 
about what lies ahead, than any other 
group of business men of which I can 
think. 
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We hear daily that a “‘new order”’ is 
being created in Europe. May I suggest 
that we here, as a protection and an 
antidote, are also creating a new order, 
and that this new order is arising, in con- 
siderable part, from the determination 
of businessmen to discipline themselves, 
voluntarily, to serve the national in- 
terests to the best of their capacities? 
When I say voluntarily, I mean just 
that—for we hope to need no laws or 
executive orders to prescribe what busi- 
ness men shall do, or how they shall do it. 
In fact, the basic policy of our govern- 
ment, to the best of my knowledge, is to 
rely upon business to take the initiative 
in understanding the economic problems 
of defense, and to meet and solve, un- 
selfishly and energetically the special 
issues and difficulties which inevitably 
are found in the gigantic task of business 
mobilization. Congress can appropriate 
billions; the Army and Navy can state 
their requirements for goods and de- 
liveries of goods—but business itself must 
achieve true efficiency in the conversion 
of dollars into guns and tanks for troops, 
and at the same time in the production 
and distribution of those commodities for 
civilian consumption without which na- 
tional morale would limp or break, and 
so result in an internal defeat more dis- 
astrous than any foreign nation could 
possibly inflict. 

Perhaps this new order may be called 
a “‘safety order’ —an order aimed at pro- 
viding safety alike against internal dis- 
putes and against threats from outside. 
But the real point is that the nation ex- 
pects businessmen, first, to take an ac- 
tive part in formulating the total 
program itself, and second, to solve the 
intricate problems of implementing that 
program. This second obligation, that of 
devising ways and means for providing 
the essential implementation, is pecu- 
liarly the responsibility of businessmen 


—general managers, production man- 
agers, treasurers, and sales managers. | 
am sure businessmen will accept this re- 
sponsibility without any of the com- 
pulsions suggested by such terms as 
““commandeering”’ or “confiscation.” 

There is no use in beating about the 
bush: Selling will not continue “‘as 
usual,” and marketing executives must 
in large measure lay aside certain ways 
of thinking and turn to the cultivation 
of other modes of approach. This obser- 
vation applies not alone to those sales 
executives employed by the producers 
and distributors who are qualified to 
make prime contracts with the govern- 
ment for supplying military goods. These 
enterprises, including among them many 
of the largest and best known, number in 
the tens of thousands. In the larger 
number of secondary suppliers—the sub- 
contractors who must aid in the program 
by supplying materials and parts to the 
prime contractors—sales functions will 
be less drastically affected, at least dur- 
ing the initial phases of the defense pro- 
gram. Sales executives of the remaining 
hundreds of thousands of firms which, 
while supplying no military articles, will 
be expected to keep the wheels of civilian 
commerce turning, must prepare for pro- 
found changes in their thinking as the 
defense program matures. 

These three classifications I have men- 
tioned are of course not mutually ex- 
clusive—any one business firm may find 
itself functioning in all three categories. 
In the remarks which follow I shall not 
attempt to keep these lines of demarca- 
tion clear, since the defense effort de- 
mands that all marketing executives 
understand as fully as possible all the 
various problems imposed upon them by 
the national emergency. 

When first given the privilege of ad- 
dressing you, I thought it might be de- 
sirable to present a critical analysis of the 
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facts concerning sales of military sup- 
plies. Such an approach would point out 
the multiplicity of Army, Navy, and 
other Federal procurement policies and 
mechanisms. But I shortly discovered 
that such an undertaking would require, 
not minutes or hours of your time, but 
literally days—and perhaps end only in 
a considerable confusion. 

Yet the mere fact that such an ap- 
proach seemed clearly unmanageable, 
suggested that marketing executives face 
no easy task in learning to understand 
what is expected of them by way of co- 
operation, direct and indirect, in the 
defense program. In acquiring this under- 
standing, I wish to submit, the personal 
attitudes of marketing executives are a 
major factor. I decided, therefore, to 
place before you some conclusions con- 
cerning those personal attitudes which, 
according to many observations made 
during the last six months, seem to be 
pertinent to the place of marketing ad- 
ministrators in the future workings of 
the defense program. 


INFLUENCE OF NATIONAL DEFENSE 


Leadership, in marketing as in other 
activities, does not grow on the soil of 
emotional resistance—for emotional! re- 
sistance immediately alienates other 
people and slows down or even stops co- 
operative activity. True leadership of 
the type that gets things done calls for 
an emotionally open and forward looking 
attitude. It was Spinoza who said, and 
the words apply perfectly: “Do not weep. 
Do not wax indignant. Understand.” 

It always is easier for men in authori- 
tative positions to expand their activities 
than to restrict them. Yet so far as the 
defense program is concerned, the proper 
functioning of marketing executives calls 
for what is in one sense a curtailment of 
activity—and in another sense is a 
change in accustomed modes of activity. 


It is this curtailment and change which 
are most likely to arouse emotions of 
grief and indignation and thus interfere 
with clear understanding and helpful co- 
operation. It may be just as profitable, 
but it certainly is not so much fun, to sell 
to the government as to sell in civilian 
markets. 


On Attitude of the Marketing Executive 


None of us like to give up the things 
at which he excels; to see the objects of 
long years of hard endeavor thrown away 
or taken lightly by others; to give up 
cherished hopes and ambitions. Yet all 
these sacrifices are required, in a very 
general way, of marketing executives, 
and the more successful those executives 
have been, the more painful may be the 
wrench. 

What must be given up? Well, a num- 
ber of things, depending in part on 
whether the individual concerned is in a 
company seeking to furnish military re- 
quirements, or to participate only in- 
directly in that work either as a subcon- 
tractor or as a supplier of civilian needs 
exclusively. Modern war is economic 
war, and total defense, which is becoming 
an objective of our national policy, is 
economic defense. As parts of the eco- 
nomic system, all marketing executives 
will be expected to contribute sooner or 
later to the program of total defense. 

Heretofore, in varying degrees depend- 
ing upon the type of goods to be sold, the 
basic task of the marking executive has 
been to exert various types of pressure 
upon distributors and consumers in order 
to make profits—the larger the profits 
the better. Marketing had become a pres- 
sure affair. 

The outlook now is greatly changed, 
and the fact of change needs to be recog- 
nized and accepted quickly and com- 
pletely. The marketing executive still 


has the duty of seeing to it that the mer- 
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chandise produced by his organization is 
disposed of at a profit; but other objec- 
tives, especially of national policy, now 
have entered the picture. So far as sales 
to the government are concerned, the 
customary pressures, upon the skillful 
use of which many prominent marketing 
executives have risen to their present 
positions, are futile if not worse. 


On Product Differentiation 


The first of the cherished things to be 
given up, I judge, is pride of achievement 
in designing some particularly appealing 

variation in product. For example, prod- 
uct variations—which in the civilian 
market would distinguish the designer’s 
goods, provide him an effective advertis- 
ing and talking point, and assure him of 
at least a temporary competitive ad- 
vantage—will be frowned upon by the 
military buyers for defense. For one pre- 
dominant aspect of military demand is 
that it seeks simplification and standari- 
zation of design to the fullest degree 
possible. There are many reasons for this 
aspect of military demand. Among the 
most obvious are the importance of inter- 
changeability on the field of action; 
uniformity of instruction in the use of 
the product; protection against paucity 
of suppliers; economy in purchase; and 
conservation of the materials and ener- 
gies used in manufacture. 

The civilian consumer is susceptible to 
the product appeal of being slightly dif- 
ferent or markedly different. The civilian 
responds eagerly to the appeals “This 
product is new; it is different; it is the 
best value for your money; it will last 
longer, or go faster, or set you off in an 
egoistic splendor.”’ That individual no 
longer is free to choose when he joins a 
military unit. He might prefer a Johnson 
to a Garrand rifle; he might prefer brogue 
shoes to plain; he might enjoy wearing a 
green cap and corduroy slacks. But it 


does little or no good, as matters now 
stand, to use such appeals with military 
procurement officers; the latter are 
governed by specifications written for 
them by boards and committees which 
reach decisions based on factors reflect- 
ing usability and usually confirmed by 
data drawn from tests and experiences 
in actual use. Perhaps, in the interests of 
conservation, this same principle may be 
needed also in the designing of civilian 
products. 

Even when, as sometimes happens, a 
producer succeeds in persuading the 
specifications authorities in the military 
establishments that Ais particular design 
is superior to others and should be 
adopted as the new standard, he can ex- 
pect from that adoption only limited ad- 
vantage to himself; competitive bidding 
is in fact encouraged. The statutes, the 
rulings of the Compcroller General, and 
the courts, uniformly require that only 
under most exceptional circumstances 
may a specification be written in such 
terms as to result in the purchase of a 
pre-determined proprietary article. 

It must not be inferred from these re- 
marks concerning the product-design 
function that businessmen should not 
seek to bring genuine improvements in 
design to the attention of government 
procurement officers for analysis and 
test. Indeed, it is their clear duty to do 
so. But an attempt to create a monopo- 
listic position, such as is so often ob- 
tained in civilian marketing by product 
differentiation, must be foregone. 


On Advertising and Personal Selling 


Another marketing pressure that must 
be given up by a company undertaking 
to make prime contracts for defense re- 
quirements is advertising. In fact the 
company will find that the role of ad- 
vertising has been put into reverse. It 1s 
not the seller who undertakes to influence 
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the buyer through well-planned ad- 
vertising efforts. Instead, it is the buyer 
who uses advertising either in public 
mediums or through circularizing to lists 
of known suppliers, to get the desired 
bids. There are notable exceptions to the 
policy of advertising for bids; matters of 
secrecy or of special production problems 
often lead to negotiation of purchases 
without advertising. These exceptions, 
however, do not invalidate the generali- 
zation that advertising, in the case of 
prime contracts, is a function for the 
government and not for the producer or 
dealer to perform. 

In the case of subcontractors, the prob- 
lem is somewhat different. Here the 
question is how to approach a firm which 
has received or may receive a govern- 
ment order as a prime contractor and 
which cannot, or prefers not to, do all the 
necessary work itself. In this situation 
potential subcontractors can decide 
whether or not advertising in some form 
would be effective in securing some por- 
tion of the business. 

For firms still doing part or all of their 
business with civilian customers, it is ex- 
pected that they will make a contribu- 
tion to the defense effort by refraining 
from the use of at least certain of the 
normally used appeals to buyers. Spe- 
cifically, it is expected that they will not 
undertake to stimulate forward buying, 
by either consumers of business firms, by 
references to threatened shortages of 
supplies, to the probability of rising 
prices, or to other factors tending to dis- 
rupt or unbalance the domestic econ- 
omy. As the defense program proceeds, 
it is likely that greater and greater re- 
straint in the sales approach to the civil- 
lan market will be required. 

Personal selling is perhaps dearest of 
all activities to the marketing executive, 
and this is the activity most affected by 
direct participation in the defense pro- 


gram. For the government buys, but it 
does not get sold. The Navy Depart- 
ment, for example, specifically states in 
its procurement policies: “Personal visits 
of company representatives to purchas- 
ing offices are vot considered necessary.” 
In general it is true that for the great 
bulk of military buying there is no room 
for the salesman to exercise his usual 
function of salesmanship. That function, 
as ordinarily practiced, must be counted 
among the favorite activities which are 
being displaced “for the duration.”’ 


On Pricing 


The pricing function, usually consid- 
ered to be a part of the marketing func- 
tion, already has been markedly affected 
and no doubt will be even more power- 
fully affected by the defense program. 
Both by implication and by explicit 
statement, we have been told that in this 
emergency it is expected that there shall 
be no excessive mark-ups taken either by 
suppliers of military goods or by sellers 
of commodities for civilian use and con- 
sumption. Fair price means, not the price 
which would result from free play of sup- 
ply and demand, but a price which is fair 
in terms of previous price, current cost, 
and reasonable profits. Businessmen, es- 
pecially marketing executives, are ex- 
pected to show self-restraint in their de- 
termination of prices. 

That there will be some price increases 
goes almost without saying. The point I 
wish to make is that the pricing execu- 
tive will be expected to do everything in 
his power to hold such increases to what 
may be termed “consistent with the best 
public interest.” In seeking this objective 
he will be helped in several ways and, we 
might say, chaperoned in other ways. Of 
the specific forms which this help and 
chaperonage will take, a few should per- 
haps be mentioned. 

One is the system of priorities which 
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has been established. Instead of allowing 
the price system alone to determine who 
shall get scarce goods, and when, the 
government has decided, as you know, to 
use a system of priorities; this is in pref- 
erence to mandatory rationing of goods 
and facilities. To date, priorities apply 
chiefly to the so-called “critical items,” 
such as airplanes, machine tools, ord- 
nance, and warship components. As the 
priorities system is extended to other 
items, including civilian essentials for 
which shortages may threaten, many a 
case will arise in which the marketing 
executive will face the choice of cooperat- 
ing voluntarily with the priorities system 
or of accepting orders on which higher 
prices might be obtained. 

Again, the government has devised the 
emergency plant facilities contract. By 
the terms of this contract the seller 
agrees not to include amortization 
charges in high-risk plant in the price of 
the supplies to be made in that plant. 
In return, he is protected by agreement 
on the part of the government to take 
the plant off his hands on termination of 
the emergency and to reimburse him for 
his investment by tax-free payments 
over a five-year period. In the area of 
strategic raw materials, furthermore, the 
government is helping to control price 
changes by buying up_ inventories 
(‘stock piles’) and holding them for 
later issuance to producers in case of 
shortages. Concerning labor costs, there 
is good reason to expect that through use 
of escalator clauses in certain types of 
contracts, prices will not rise ahead of 
wage rates; thus there will be less tend- 
ency for labor costs to rise on the 
grounds of increasing cost of living 
brought about by soaring prices of ma- 
terials. 

Also helpful to the setting of a “fair” 
price is the large body of information 
concerning productive facilities which 


has been accumulated in the last 15 or 
20 years by the War and Navy Depart- 
ments. With these data available, con- 
tracting officers are in far better position 
to evaluate bids than would otherwise be 
the case. 

A further device aiding price control is 
the negotiation of contracts in cases in 
which the supply situation indicates that 
awarding of contracts to the lowest re- 
sponsible bidder is likely to be unsatis- 
factory. An additional source of assist- 
ance in pricing is the recommendations 
given by the Advisory Commission to 
the Council of National Defense and the 
several State and local defense commis- 
sions. 


PROBLEMS OF THE MILITARY BUYER 


Now it must not be assumed that, in 
the relationship of buyer and seller for 
military products, all the trials are on the 
side of the seller. Far from it. In fact, one 
of the chief things the business seller 
needs to understand is that the military 
buyer himself has very severe problems. 
Buyers for defense needs cannot operate 
as civilian buyers do. They are repre- 
sentatives of the public, and they labor 
under innumerable conditions and re- 
straints. One procurement officer, for ex- 
ample, makes the following comments: 

“The businessman sometimes looks on 
government business with a great deal of 
distaste. It is a mass of red tape to him; 
he would much prefer a business where 
somebody picks up the telephone and 
calls him or sends a telegram and says 
‘Send me this or that.’ In order to get 
business from the government he feels 
that he has to go through quite a rig- 
marole. But let me say that, as I have 
been told, 231 separate pieces of legisla- 
tion have gone to make up just the 
Navy’s purchase system. I do not mean 
to say that the Navy buyer has to look 
up 231 separate laws every time he buys 
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anything; but the Navy’s contracting 
system is made up of that number of 
separate legislative enactments.” 

It cannot be emphasized too strongly 
to the business seller that government 
buyers are not in an easy position. A ma- 
jor part of the task of the seller is to 
recognize that the government buyer, 
like himself, does have problems. 

If space permitted, I should like to dis- 
cuss the foregoing considerations in 
more detail, and also to mention the 
problems of warehousing and transpor- 
tation which are sure to arise. But the 
marketing problem in its entirety is too 
large for thorough analysis on this occa- 
sion, and we must get on toward some 
conclusions. 


PROBLEMS OF THE MARKETING 
EXECUTIVE 

Whether or not a business enterprise 
seeks active participation in the military 
phases of the defense program, the mar- 
keting executives of that enterprise have 
a large responsibility for understanding 
how to make plans helpful to the total 
defense situation, by planning for suit- 
able disposal of whatever portion of the 
total output is intended for civilian mar- 
kets not only during but also after the 
emergency. This planning imposes spe- 
cial problems, which no doubt will grow 
in seriousness and difficulty. 

To mention a few: Will demand in- 
crease, decrease, or remain fairly con- 
stant? These questions call for analysis 
of the probable impact of increased tax- 
ation on the spending power of the pub- 
lic, for analysis of the imminence of full- 
emergency or actual war conditions, for 
consideration as to whether the enter- 
prise will need to devote more of its 
capacities to actual war orders, and for 
analysis of capacity to produce, both by 
the individual company and by its com- 
Petitors, in view of the effects of priori- 


ties on the flow of materials and equip- 
ment from one stage of production to the 
next. 

The problems involved in this plan- 
ning are going to require long hours of 
hard work and many new techniques 
which will keep marketing executives not 
less busy than formerly, but rather more 
busy. That they shall undertake these 
tasks with open minds and with vigor is, 
I am sure, one of the contributions ex- 
pected of them by the nation. For with- 
out efficient functioning of the civilian 
marketing system, morale in the home, 
in the factory, and in the field will surely 
be impaired. There are no statutes de- 
fining this responsibility, but of its real- 
ity there can be no doubt. 

Another problem has to do with the 
longer run well-being of the nation—the 
problem of preparing for the post-emer- 
gency period. I am glad to report that 
among businessmen, especially those 
charged with long-range sales and de- 
mand forecasting, I have found a keen 
and growing interest in this post-emer- 
gency problem. 

But to return to the more immediate 
question of the contributions expected of 
marketing executives whose companies 
are or seek to be directly engaged in mil- 
itary production. I think it correct to say 
that the nation expects of them at least 
the following: 

First, an accurate, objective under- 
standing of the facts concerning govern- 
ment buying policies, buying procedures, 
and buying practices. To reach such an 
understanding will take great patience 
and an agressive will not to be turned 
aside by the many differences between 
military and civilian buying. 

Second, to use this understanding in 
presenting to the government an accu- 
rate picture of the executive’s enterprise 
as a whole. To do this it is necessary to 
see to it that the company is prepared to 
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the fullest extent to meet the govern- 
ment specifications as to product, quan- 
tities, and deliveries, at prices which 
under minute analysis will be found 
“fair and protective of the public inter- 
est.” 

Third, to understand what is involved 
in negotiation of contracts, should nego- 
tiation be initiated. This requirement 
means a thorough understanding of the 
public policies concerning labor stand- 
ards, methods of financing, and manage- 
rial integrity. 

Fourth, an understanding of the sev- 
eral types of contract which may be 
made: fixed price with escalator clauses; 


cost plus fixed fee; emergency plant and 
facilities contracts; and so on. 

All these problems must be approached 
in a cheerful and open-minded way. The 
primary procurement policy of the gov- 
ernment to date, and I trust it will con- 
tinue so in the future, is to rely upon the 
voluntary efforts of private businessmen 
to investigate, to study, and to under- 
stand the workings of the defense pro- 
gram, to the end that the business re- 
sources of the nation may function, not 
merely passably well, but to the very 
highest attainable level of efficiency. 

Do Not Weep. Do Not Wax 
Indignant. Understand. 














ADJUSTMENT OF WHOLESALING TO 1941 
AND AFTER 


NATHANAEL H. ENGLE 
Adviser on Distribution, Consumer Division, 
National Defense Advisory Commission 


THE SHAPE OF THINGS TO COME 


HOPE | have not accepted the assign- 
] ment of discussing this subject under 
false pretenses. If I have, I apologize to 
Professor Tosdal, who asked me to pre- 
pare this paper. I have no illusions about 
my ability to foresee “‘the shape of things 
to come.” To know what adjustments 
wholesale middlemen may have to make 
in 1941 and after depends upon too many 
unknowns. No definitive answer can be 
given at this time. All that I can hope to 
do is to peer “‘through a glass, darkly,” 
but a glass pointed in the direction of the 
correct answer. 

As I studied over this question, it 
seemed to me that the best approach was 
first of all to make certain assumptions 
about the trends of business. Upon the 
foundation of these assumptions, it 
would then become possible to discuss 
adjustments which it may be desirable 
for wholesale middlemen to consider. It 
is on such a basis that I venture to ex- 
plore this topic. 

Tue Business OuTLooK 

The general prospect for business for 
1941 and a year or two thereafter is 
highly encouraging when measured | 
terms of employment and productivity. 
Economic commentators, both within 
and outside the government, point to a 
rapidly rising index of production and a 
corresponding increase in employment 


and predict very little unemployment of 


either labor or plant capacity will be left 
after another year or two. For example, 
the National Industrial Conference 


Board estimates that “defense orders 
awarded up to November 1 will be pro- 
viding jobs for nearly 4,000,000 workers 
by June, 1941 and the number of unem- 
ployed will may e dropped to 4,404,000 by 
that date.” A national income of $100 
billion within a very few years has been 
forecast, the estimate for 1940 being 
about $75 billion. 


Demand Factors 


Underlying reasons for this optimism 
stem from national defense expenditures 
of imposing proportions. Speaking over 
the network of the Mutual Boardcasting 
Company on November 28 last Dr. 
Stacy May, Director of the Bureau of 
Research and Statistics of the National 
Defense Advisory Commission stated: 
“Up to date, Congress has appropriated 
funds or approved programs that call for 
direct expenditures for defense of some- 
thing like nineteen billions of dollars. 
This includes a shipbuilding program 
stretching out over a period of six years. 

. Between last June and June 30, 
1942, we have a program calling for 
actual defense expenditures by your gov- 
ernment approximating seventeen billion 
dollars.” 

Here is a tremendous demand for a 
wide variety of goods and services, much 
of which will be quickly translated into 
employment of labor, and diffused 
throughout the population in the form of 
wages and purchasing power. Thus de- 
fense expenditures, not only create a pri- 
mary military demand upon the produc- 


1 Wall Street Journal, December 4, 1940. 
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tive capacity of American industry, but 
they generate with little lag, through 
newly employed and expanding incomes, 
a secondary civilian demand. 

Foreign demand must also be taken 
into reckoning. Much of the normal 
peace-time purchasing of our commodi- 
ties and services by other people has 
been destroyed by the conflict which 
rages abroad. It is estimated that “the 
products from approximately 12 million 
acres in the United States no longer have 
a normal foreign market.’ Our richest 
markets for exportable goods in Europe 
and Asia are reduced to the vanishing 
point. Only in the Western Hemisphere 
is there anything approaching peace- 
time conditions and even here war has 
made itself felt. Canada, one of our best 
customers, is on a war footing. Many 
Latin American markets are impover- 
ished by the loss of their usual outlets. 
Unless we can buy more from those coun- 
tries which remain comparatively free 
from hostilities, we cannot hope for 
greatly increased sales to them. 

Offsetting the losses of normal foreign 
markets are the expanding demands from 
Britain for armaments which keep our 
export statistics up, it is true, but do not 
aid our depressed exporting industries. 
In particular we continue to have chronic 
surpluses of many agricultural products. 


Supply Factors 


On this, the supply side of our econ- 
omy, it is well to note the difference be- 
tween our present outlook and that of 
World War I. At least four major supply 
factors must be taken into account and 
placed over against the demand side of 
the picture in order to arrive at a sound 
appraisal of the business outlook. These 
four are: agricultural production, manu- 


2 Address by J. B. Hutson, Deputy Commissioner of 
the Agricultural Division of the Commission, December 
3, 1940. 


facturing output, strategic materials, and 
costs of production. 

Let us look at each of these factors 
briefly. I have already noted the impor- 
tant fact that agricultural surpluses con- 
tinue. Abundance of cotton and wheat, 
to mention but two of our basic crops, 
place us in quite a different position than 
we were in World War I. Our capacity to 
produce many, if not all, agricultural 
products is greatly in excess of our do- 
mestic demand. 

Dr. M. L. Wilson, Director of Exten- 
sion work in the U. S. Department of 
Agriculture, and Advisor on Nutrition, 
recently reported on the food situation. 
He said, ‘“‘Now there is plenty of food. 
As a matter of fact, the disturbance of 
the normal channels of export is having 
a tendency to dam up food surpluses. 
From the standpoint of agriculture, we 
have great surpluses of good food, and 
our problem now is one of wider and bet- 
ter distribution.’ 

Manufacturing in general has been 
struggling along for a decade with far 
more capacity than could be utilized. It 
is reasonable to believe that for many 
commodities manufacturing capacity is 
now adequate to absorb both the in- 
creased military demand and that of the 
civilian population. To be sure there are 
limitations in particular areas and many 
bottlenecks which must be discovered 
and enlarged. Thus capacity for certain 
types of armament must be built up 
from the ground, machine tools must be 
created and new capacity constructed. 
Shortages of certain types of skilled labor 
also prevail, although extensive training 
programs are under way. Greatly in- 
creased demands from heavy industries 
raise the question of the adequacy of 
basic materials such as steel and copper. 
By and large, the consensus of author!- 


’ Address before the Southeastern Regional Restav- 
rant Convention in Washington, December 2, 19409. 
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ties is that our manufacturing industry 
should be able to supply both our mili- 
tary and our civilian requirements under 
our present expansion program for at 
least another year before serious limita- 
tions on capacity are approached. 

Strategic materials include many items 
such as rubber, tin, and manganese 
which we do not produce in the United 
States in sufficient quantities, if at all. 
Fortunately we have been alert to our 
need for these products and have been 
building up stock piles of reserve sup- 
plies, and developing capacity for the 
production of substitutes wherever pos- 
sible. No cause for concern over strategic 
materials is imminent, but continual 
alertness is essential. 

Costs of production, our fourth major 
factor on the supply side, affect all of the 
others. Here the outlook is far from clear. 
Production costs are composed of an ad- 
mixture of wages, materials costs, capital 
outlays, taxes, costs of supplies, equip- 
ment, and a multitude of operating ex- 
penses. Costs vary from industry to in- 
dustry and unit costs of production vary 
from plant to plant within an industry. 
Some costs may be expected to fall as 
larger scale operations become possible. 
For plants which have been operating at 
partial capacity increased business up to 
the point of full utilization should permit 
lower overhead costs per unit of output. 
Whenever overhead costs make up a 
large share of the total, and this is true 
of many of the heavy industries which 
are now receiving defense orders, a re- 
duction of costs should be possible. Be- 
yond the point of full utilization, costs 
may increase. For other industries costs 
may rise, especially where scarce im- 
ported materials are required or when- 
ever highly skilled labor is used in large 
proportions. The stepping up of produc- 
tion to prosperity levels will also have 
the effect of compelling producers to car- 


ry larger inventories of raw materials, of 
supplies, and of materials in process, an- 
other factor making for slightly higher 
costs. Difficult as it is to evaluate what 
the net resultant will be on costs, it 
seems reasonable to hazard the belief 
that costs in general should not increase 
very sharply for another year or until 
industrial capacity has been more nearly 
approached and unemployment reduced 
to a minimum. 


Effect on Prices 


Concluding this brief discussion of the 
business outlook, let us consider the 
probable influence on prices of the de- 
mand and supply factors we have ex- 
amined. First of all, every indication 
from the demand side points to a speedy 
transition from the prevailing buyers’ 
market of the past decade or two to a 
new sellers’ market, but a sellers’ market 
at once generated and dominated by one 
big factor—defense orders. Moreover 
this sellers’ market bids fair to be much 
more restricted in scope than was that 
generated by World War I. When war 
broke in the summer of 1914 the United 
States was in a mild depression with con- 
comitant unemployment, perhaps as 
many as 2,000,000 people being out of 
work. By the end of 1915 our economy 
was straining at the leash of full capa- 
city. The greatly increased demands of 
both government and civilians very 
quickly made themselves felt in price ad- 
vances, once supplies could no longer be 
expanded. Now, some fifteen months af- 
ter the outbreak of World War II, we are 
far from a complete utilization of our 
labor and plant capacity. We can keep 
pace with a vastly accelerated demand 
by producing more goods. 

In other words, analysis of the supply 
factors in our present situation gives lit- 
tle encouragement to those who prog- 
nosticate early and wide-spread infla- 
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tion. Some increases in prices may indeed 
be expected, but no general, far-flung ad- 
vance in the price structure of great 
magnitude is imminent. The danger to 
all of a runaway spiraling of prices is too 
well known, too clearly recognized by 
business and government alike to permit 
prices to get out of hand. Within the De- 
fense Commission itself, two divisions, 
Mr. Leon Henderson’s Price Stabiliza- 
tion and Miss Harriet Elliott’s Consumer 
Division, have as a major responsibility 
the job of promoting measures which will 
prevent unwarranted price increases. 
Two business advisory committees to the 
Consumer Division, one from retailing 
and one from wholesaling, have dedi- 
cated themselves to the task of keeping 
prices from rising unnecessarily. The U. 
S. Chamber of Commerce has announced 
a similar objective. The whole tone of the 
Boston Conference on Distribution this 
fall and of other business conventions, 
has been to combat inflationary tenden- 
cies. In view of this concerted effort, 
therefore, it seems reasonable to con- 
clude that we can prevent inflation and 
avoid serious price spiraling in the year 
or two ahead. Consumers also play their 
part in resisting unwarranted price in- 
creases. More market information to 
them to enable them to buy economi- 
cally and to make necessary substitutions 
should place them in a better position to 
protect themselves against rising prices. 


Poss1BLE Errects or Business 
CHANGES ON WHOLESALING 

Now permit me to address myself to 
the question of what effects such changes 
in business as we have assumed may be 
expected to have on wholesale distribu- 
tors. Among the areas which may be al- 
tered by the progress towards national 
preparedness, I shall examine four: 
wholesale channels of distribution, whole- 


saling functions, distribution costs, and 
wholesale prices. 


Effects On Wholesale Channels 


If our analysis of business trends 
proves to be reasonably accurate, | 
should anticipate very few changes, if 
any, in the distribution channels utilized 
for marketing agricultural products. The 
only spot here which may cause trouble 
is the existence in some of our larger cit- 
ies of bottleneck produce markets. Re- 
ports of the Department of Agriculture 
on some of the conditions of congestion 
which prevail in such markets indicate 
the need for improvement quite apart 
from defense. As defense becomes more 
and more a reality, the heavy demands 
upon transportation equipment, termi- 
nals, and port facilities may well render 
existing conditions in some wholesale 
produce markets unsatisfactory. Reme- 
dial efforts now under way should be 
speeded as well as extended to other un- 
satisfactory areas. 

Channels of marketing manufactured 
goods may well be subject to greater 
change. In particular it seems to me en- 
tirely in the realm of the possible that a 
reversal of the trend towards direct sell- 
ing by manufacturers may occur. As 
manufacturers become more and more 
engrossed with problems of production, 
bred of bulging order books, and pres- 
sure from defense business for early de- 
liveries, less concern about distribution 
problems may naturally be anticipated. 
I know this prediction has been denied in 
the trade press by a number of manu- 
facturers, but I still have the feeling that 
some, if not all, may relax somewhat 
their selling efforts. If so, here would ap- 
pear to be an opportunity for the alert 
wholesaler, who is prepared for it, to in- 
crease his business. 

Wholesalers may also find some addi- 
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tional business accruing to them directly 
from defense purchases. While most of 
the requirements of the Army and Navy 
are purchased directly from producers, 
there are certain commodities, such as 
canned goods, in which wholesale sup- 
pliers are utilized. Finally wholesalers 
may be expected to participate in any 
general business expansion which may 
materialize. 


Effects On Wholesaling Functions 


Alert wholesalers and others in the 
wholesale field may well look to the prob- 
able changes which reviving business un- 
der defense is bound to make in some of 
their functions and practices. The buying 


function, or purchasing, is apt to take on 


new complexities, calling for increased 
attention to the expanding wants of con- 
sumers amid growing difficulties in find- 
ing adequate sources of supply for all the 
items demanded. While no serious short- 
ages are in sight at the moment, it is not 
unlikely that some may develop, for 
shortages are relative to demand. In any 
event it is well for business to be familiar 
with sources of substitutes for basic 
commodities. 

With larger volume will come also the 
necessity for some reversal of the hand- 
to-mouth buying policy which has be- 
come the order of the day. Substantially 
larger stocks will be essential to meet the 
demands of expanding consumer in- 
comes. Buyers may become less and less 
patient with short stocks as consumer de- 
mand backed with increased purchasing 
power becomes more insistent. At the 
same time, excessive inventories and 
speculative buying should be avoided. 
The recent conference on wholesale dis- 
tribution called by Miss Harriet Elliott 
recognized the need for caution in one of 
their resolutions. 


“Be It Resolved, That this conference go on 


record as discouraging excessive inventories 
which might adversely affect consumer and 
national defense needs.” 


Closely related to the purchasing func- 
tion is that of transportation, both in- 
coming and outgoing. While Mr. Ralph 
Budd, head of the Transportation Divi- 
sion of the National Defense Advisory 
Commission, feels confident that ade- 
quate transportation facilities are avail- 
able for both the defense load and ordi- 
nary business, he warns of the necessity 
for advance planning of transportation 
requirements by all users. He has stated: 


“My approach to the job of defense trans- 
port is by way of determining and setting up 
an ideal goal of accomplishment, which may 
be stated as follows: To anticipate the needs 
as far in advance as possible, and to provide 
for them, so that transportation will always 
be available for those who have goods to 
move, or traveling to do, and that efficient 
service always will be given by the particular 
agency which the patrons choose to use. This 
of course includes the duty of providing, at 
the same time for defense needs and for 
travel and transportation other than that 
related to defense.” 


Wholesale distributors may find it neces- 
sary to anticipate their purchases much 
farther ahead than normally in order to 
be sure of adequate cars for delivery. 
Traffic managers may be called upon to 
sharpen their pencils and, in close coop- 
eration with buyers, translate advance 
purchases into number of cars needed for 
specified delivery periods. Similarly, 
greater economy in the use of transpor- 
tation facilities through more car-lot or- 
ders may prove desirable, not only from 
the standpoint of car savings, but be- 
cause of the lower freight rates and bet- 
ter prices on such orders. Where a car-lot 
is more than one dealer can possibly jus- 
tify, split-car arrangements with other 
dealers may prove desirable. 
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Outgoing transportation or delivery 
practice may likewise be affected by the 
changes of the next few years. Economy 
in delivery may become much more 
pressing than at present. Substitution of 
trucks for rail shipments of |.c.l. orders 
to country customers may increase with 
the fuller utilization of rail equipment 
for defense orders. Revision of routing of 
city deliveries, closer and more rigid 
scheduling, all are in the picture as possi- 
ble changes in the work of the traffic de- 
partment. 

Still another wholesaling function 
which again is closely akin to buying and 
also to the traffic problem is that of ware- 
housing and storage. At one time a major 
responsibility of wholesalers, this func- 
tion has been shifted of late years back 
onto the producer, partly as a result of 
prevailing hand-to-mouth purchasing. If 
it becomes necessary, as indicated above, 
to buy in larger volume and to carry 
larger inventories, it follows that provi- 
sion must be made for added storage fa- 
cilities. Some wholesalers may find this 
no problem at all because of existing un- 
used warehouse capacity. Others may 
face the alternative of building additions, 
moving to larger quarters, or utilizing 
public warehouse facilities. 

Of special interest to wholesalers is the 
possibility of adapting the compara- 
tively recent development of field ware- 
housing to their needs. As outlined to me 
recently by Professor Frederick, of the 
University of Texas, this plan permits 
wholesalers, who need it, to keep reserve 
stocks nearly 100% liquid by utilization 
of field warehouse certificates issued by a 
financing agency against stocks held, 
either in public warehouses or, under spe- 
cial conditions, in the wholesaler’s own 
warehouse. By this method goods can be 
purchased in large enough lots to get 
maximum discounts and minimum 
freight rates, the goods themselves serv- 


ing as security for the loans. As fast as 
sold the goods are released and the loans 
curtailed. When all the shipment has 
been sold the loan is automatically re- 
tired. 

By this time some of you may wonder 
if I have forgotten, or do not know, that 
selling rather than buying, transporting, 
and storing, is one of the more important 
wholesale functions. I have waited until 
now, not because [ think selling unim- 
portant but because I think it will be 
much easier for selling to adjust itself 
readily to a sellers’ market than it will 
for some of the other functions. Intelli- 
gent selling will be more and more the 
order of the day. By intelligent selling | 
mean sales effort based upon a full real- 
ization of what is happening in a coun- 
try under full steam for preparedness. A 
much more accurate estimate of con- 
sumer requirements will be demanded 
under such conditions as we have fore- 
cast. Mere order taking will have to give 
way to intelligent cooperation with re- 

tailers. More advertising may be re- 

quired, especially to call to the attention 
of consumers substitutes for items which 
are scarce, or to push the sale of surplus 
commodities. Informative selling gen- 
erally may well displace the old high- 
pressure type, with benefit to both con- 
sumers and wholesale distributors re- 
sulting. With increased advertising by 
wholesale distributors goes the necessity 
for close integration of the efforts of the 
sales force with the advertising program. 
Certainly wholesalers must meet the 
criticism of manufacturers that they are 
not salesmen before they can hope to 
profit from any trend away from direct 
distribution. 

One method of meeting this challenge 
is to utilize, much more largely than 
most wholesalers have, the technique of 
modern marketing research. Not only 
will they be able to improve their selling 
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technique by this means, but also the en- 
tire conduct of their business. Greater 
risks, which may have to be taken in the 
days ahead, can be minimized by appro- 
priate action based upon a more thor- 
ough knowledge of markets and opera- 
tions than can be had without a definite 
reseach program. 


Distribution Costs 


Particularly is research important in 
the field of operating costs. Economical 
distribution will be the order of the day, 
and that means keeping costs at the low- 
est point consistent with the require- 
ments of the job to be done. Knowledge of 
costs, and of the individual components 
of costs, is a prerequisite to effective 
control. Hence it follows that more and 
better cost accounting and more research 
into operating efficiency should occur. 
Distribution costs must be reduced and 
kept to a minimum. 


Wholesale Prices 


One important reason for cost control 
is that costs influence prices and prices 
must be kept in hand. Wholesaling 
groups have already enlisted in the pro- 
gram for keeping prices at reasonable 
levels. 

At the recent conference mentioned 
before, they went on record as follows: 


“Whereas, The wholesalers of the country 
recognize the need for the maintenance of as 
low consumer price levels as are conducive to 
steady flow of consumer goods, therefore be it 
“Resolved, That this conference pledge full 
cooperation to the Advisory Commission to 
the Council of National Defense to discourage 
any unwarranted wholesale advances.” 


I revert to prices and the necessity for 
avoiding inflation at this point because 
of the frequent expression of fear that in- 
flation cannot be avoided. I believe it can 
be prevented for the reasons I have cited. 
I believe it must be prevented if we are 
to avoid a catastrophic aftermath. I be- 
lieve that inflation will be avoided only 
through the united and continuous ef- 
forts of business and government. 


Change Inevitable 


Finally, in closing, the only conclusion 
I have to offer as to the effects on whole- 
sale middlemen of the changes to come 
in the next year or two is that changes 
are inevitable. When they will come, or 
what they will be, no one can tell. It 
would, therefore, seem to be the part of 
wisdom to prepare for any eventuality, 
to be acutely alert to new developments, 
to anticipate as far as possible the chang- 
ing character of the market, and above 
all to keep policy flexible enough to meet 
unexpected turns quickly and effectively. 











ADJUSTMENT OF RETAILING TO 
1941 CONDITIONS 


WILLIAM APPLEBAUM 
Director of Market Research, Economy Grocery Stores Corporation 


LTHOUGH we can generalize on the 
A adjustments of retailing to 1941 
conditions, it must be recognized that 
the problems confronting the various 
fields of retailing are by no means quite 
identical. Some problems may be unique 
to a particular retailing field, while other 
problems may affect several fields, yet 
each in a different degree. This paper will 
attempt to consider several likely devel- 
opments or adjustments in the chain- 
grocery industry, arising at least in part 
from the present national defense pro- 
gram. It is hoped that we will have dis- 
cussions from the floor, touching on the 
adjustments in other retailing fields. 


No Major CHANGES IN Foop 
RETAILING 


It needs to be emphasized from the 
outset that the chain-grocery industry is 
not faced with and does not anticipate 
any radical adjustments in 1941. By and 
large, the methods and functions of food 
retailing will continue along the broad 
lines which the evolution of this indus- 
try has produced to date. Major adjust- 
ments would arise only if the United 
States should become involved in active 
military participation in the present war, 
and this, we believe, is not likely to hap- 
pen next year. An abrupt termination of 
hostilities abroad would undoubtedly 
create new problems which would call 
for further adjustments; but it does 
not seem likely that the war will end 
very soon, and, in any event, our na- 
tional defense program would not be 
liquidated on the morning following 
armistice day. 
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SUPERMARKETS AND UNIONIZATION 

The most striking development in the 
chain grocery industry in the last several 
years has been the so-called supermarket, 
Not so striking, but nevertheless very 
important, is the widespread unioniza- 
tion of chain-store employees in the last 
three years. Both of these developments 
—supermarkets and unionization—have 
already produced major adjustments in 
the industry. Both of these developments 
will continue next year and will call for 
further adjustments. 

The tempo of supermarket expansion 
next year may not be so great as in 1940, 
chiefly because in many urban areas the 
most strategic locations for supermar- 
kets, if not actually saturated, are al- 
ready well developed with such outlets. 
This will most likely lead to the estab- 
lishment of smaller, neighborhood super- 
markets with weekly sales of three to 
four thousand dollars. The rising cost of 
building materials and labor, coupled 
with the possibility that structural steel 
deliveries may be hampered by the pri- 
ority demands of the defense industries, 
may also contribute to the slowing down 
of supermarket expansion. The con- 
tinued growth of the supermarket will, 
of course, result in a further reduction in 
the number of small neighborhood chain- 
grocery units. 

The place and significance of the su- 
permarket in the retailing field was ably 
discussed this morning by a very com- 
petent student of the subject, so we need 
not go into this here.! However, we must 

1 Cf. M. M. Zimmerman, “The Supermarket and the 
Changing Retail Structure,” elsewhere in this issue. 
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not lose sight of the fact that the staffing 
of a supermarket with qualified person- 
nel presents the problem of securing and 
training or retraining of men for the job 
in the store, as well as for supervision. In 
1941 this problem will be aggravated by 
an increase in personnel turnover and by 
significant changes in the supply of labor. 
This developing situation will definitely 
require adjustments and, therefore, de- 
serves more detailed consideration. 


CHANGES IN THE LABOR SUPPLY 


During the past decade the American 
labor market was glutted. With millions 
unemployed, there was no scarcity of la- 
bor in any category or age group. This 
favorable situation from the standpoint 
of the employer has changed rather sud- 
denly. In many industries and localities 
there is a growing demand for all cate- 
gories of workers, while in a number of 
skilled trades there is already a shortage 
of qualified workers. 

In a measure, the chain-grocery indus- 
try is already feeling the effect of this 
labor situation. Some skilled and semi- 
skilled workers, who during the past dec- 
ade became grocers to secure either tem- 
porary or permanent employment, are 
now finding a market for their skills else- 
where. Grocery clerks who are otherwise 
unskilled are attracted by higher wages 
paid in other fields, even though the jobs 
may be only temporary. 

While other retail fields, such as vari- 
ety stores and department stores, em- 
ploy largely female help, the chain gro- 
cery industry employs chiefly male help. 
This is particularly significant from the 
standpoint of the effect of the draft on 
the labor supply and turnover. An anal- 
ysis of the age groupings of employees in 
one grocery chain which employs more 
than 2,000 full- and part-time store em- 
ployees, reveals that half of these employ- 
ees are 21 to 35 years of age, while an- 


other fourth are 18 to 20 years of age. 
This age grouping is probably character- 
istic of the entire chain-grocery industry. 

Some of these employees are members 
of the National Guard and have been 
called to military duty. Others are mem- 
bers of the army and navy reserves and 
have been or will be called to military 
service. Still others have enlisted or will 
enlist. A very few have already been in- 
ducted into the service, and many more 
will be drafted in the months to come. It 
is not very likely that chain-grocery 
clerks and managers will be given special 
occupational deferment by draft boards. 

The combined effect of expanding op- 
portunities in other fields and the call to 
military service will increase personnel 
turnover and the task of personnel train- 
ing. Since 60 to 65 per cent of the vol- 
ume of business in supermarkets is done 
on Friday and Saturday, the problem of 
securing satisfactory week-end help may 
become troublesome. 

With the reduction of unemployment 
resulting from the national defense pro- 
gram, labor, through collective bargain- 
ing, will undoubtedly achieve wage in- 
creases and some reduction in work 
hours. Also, in order not to lose highly 
efficient store personnel who may be at- 
tracted by actually or seemingly better 
opportunities elsewhere, it will be nec- 
essary to offer more inducements. 

To be sure, these developments in the 
labor supply situation have per se by no 
means created to date a serious problem 
for the chain grocery industry. None- 
the-less, the problem already exists and 
is likely to assume greater proportions in 
the coming year, thus leading to addi- 
tional costs of operation. 


ADJUSTMENTS TO Ristinc Costs 
OF OPERATION 


This anticipated rise in cost of opera- 
tion need not be viewed with trepidation. 
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Some steps can and unquestionably will 
be taken to achieve operating economies 
which, at the same time, will also mod- 
erate the labor supply problem. The 
more promising of these steps are: (1) 
extension of self-service to other depart- 
ments in the larger retail food outlets; 
and (2) employment of female labor 
where practical. 

At present self-service as a method of 
merchandising is employed chiefly in re- 
tailing packaged grocery products. 
Meats and fresh fruits and vegetables 
are still sold by clerks over the counter 
in practically every store. In the case of 
dairy products there has been a definite 
trend in recent years to merchandise 
these products from self-serve dairy 
cases. Of late, this method of merchan- 
dising dairy products has assumed great- 
er importance. The supermarkets which 
will be established in 1941 will in general 
be equipped with self-serve dairy cases, 
while many dairy departments in exist- 
ing markets may be changed to self- 
service. 

Self-serve merchandising of fresh fruits 
and vegetables has been under consider- 
ation and actual experimentation for sev- 
eral years. A few operators have already 
gone completely self-serve in merchan- 
dising fresh fruits and vegetables. Most 
of the experimentation to date, however, 
has been confined to a semi-self-serve 
setup, where customers serve themselves, 
except those who still desire to be waited 
on, or where only certain fruit and vege- 
table items are so displayed that cus- 
tomers can serve themselves. It seems 
fairly certain that self-serve merchandis- 
ing of fruits and vegetables is destined to 
play an increasingly more important 
part in food retailing, and the coming 
year should witness rapid strides in this 
direction. 

The employment of female labor in 
food stores is not a new development. 


With some exceptions, female help in 
food stores has been confined to bakery 
and candy departments and to cashier- 
ing. The reduction of work hours and the 
division or specialization of labor in large 
supermarkets, make it possible to em- 
ploy female labor in a wider range of 
jobs, as sales clerks in service depart- 
ments and as checker-cashiers. Wage 
rates for women are somewhat lower 
than for men in such jobs. 

Although the shift to female labor in 
food stores is still on a very small scale, 
there is a noticeably accelerating trend in 
this direction. Perhaps the week-end help 
problem may in part be solved by the 
employment of more female help, par- 
ticularly married women. 


Further refinements and improve- 


ments in store layout and in methods of 


receiving and handling merchandise in 
the store should also contribute to offset 
the anticipated rise in labor costs. 


Foop SuppLies ARE ADEQUATE 


Let us now turn to the problems of 


supply of merchandise, prices, and sales 
volume and to their effect on the food 
retailing industry in 1941. 

Nobody seriously anticipates any ma- 
jor difficulties in obtaining adequate sup- 
plies of food merchandise in the coming 
year. On the contrary, we still have our 
chronic problem of disposing of agricul- 
tural surpluses. Our declining exports of 
farm products to foreign countries have 
suffered a further drop since the out- 
break of the war in Europe, and the pos- 
sibilities of a significant change in this 
situation are very small indeed. Short- 


ages in supplies may arise as a result of 


crop conditions caused by weather, pests, 
or plant diseases. Such shortages, how- 
ever, are likely to result only in a subnor- 
mal supply of the product, as, for ex- 
ample is the case with the pack of cher- 
ries and apricots this year, and have no 
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direct relation to the war or the national 
defense program. 

While other retailing fields depending 
to a significant degree on imports from 
Europe, are faced with major adjust- 
ments due to the war and the blockade, 
it needs to be emphasized that the food 
retailing field faces no such problems. To 
be sure, the war has affected the supply 
of a few specialty foods, such as imported 
sardines, cheeses, and some wines; but 
the adjustments resulting from the com- 
plete or partial loss of the supply of these 
specialty foods are by no means of major 
significance. Besides, domestic products 
can and do serve as fairly adequate sub- 
stitutes. 

Similarly, while the national defense 
program is creating the need for adjust- 
ments in sources of supply in a number 
of retailing fields, as a result of the pri- 
ority demands of defense orders, this 
situation does not confront the food re- 
tailing field. 
foods to meet the requirements of our rap- 
idly expanding military personnel, and 
the civilian population faces no food ra- 
tioning. 

The only contingency which might 
radically affect the supply of food mer- 
chandise next year is a sudden change in 
Britain’s decision and our attitude to- 
ward giving large-scale food relief to the 
hungry millions in Nazi-held Europe. At 
this moment such a development ap- 
pears far-fetched. 

Some adjustments may arise in the 
forthcoming year in timing the arrival of 
merchandise from producer to retailer. 
With the difficulties which Britain is ex- 
periencing on the high seas, and the re- 
sulting losses of cargo vessels, a number 
of merchant ships are likely to be trans- 
ferred from the United States to British 
ownership. This would affect the trans- 
portation of certain classes of food mer- 
chandise which are now being shipped by 


There are ample stocks of 


water both from abroad and from the 
West Coast to the East. West Coast sup- 
plies can be hauled by rail to the large 
population centers in the East, but coffee 
and tea must still come by water. Be- 
cause of this, it may be necessary to car- 
ry larger warehouse inventories on some 
commodities. Railroad rates, of course, 
are higher than water rates, and water 
rates are advancing due to increased war 
risk insurance, higher seamen’s wages, 
and a shortage of freighters. 


Foop Prices ExpecreD To ADVANCE 

It is generally expected that food 
prices will advance in 1941. This advance 
in food prices will result from rising costs 
in production and processing, as well as 
from increases in costs of handling and 
selling. We shall not attempt to predict 
the magnitude of this coming rise in food 
prices. Some alarmists would have us be- 
lieve that our country is heading toward 
disastrous inflation—we do not share 
such pessimism. The Defense Advisory 
Commission will undoubtedly keep a vig- 
ilant eye on the price situation. 

This expected increase in food prices 
will most probably be slow and gradual. 
There are no signs of any large scale spec- 
ulative buying on the part of the chain 
grocery industry in anticipation of a 
sudden over-all advance in prices. On the 
contrary, the industry maintains a stud- 
ied caution. Only where special crop or 
market conditions justify stocking up on 

particular commodity, is this being 
done. 


LARGER Foop SALES ANTICIPATED 


Any increase in food prices, coupled 
with a corresponding increase in pur- 
chasing power, must result in a larger 
dollar volume of retail food sales. The 
food retailing industry is looking forward 
to such conditions in the coming year. A 
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rise in the national income should fur- 
ther reflect itself in a greater consump- 
tion demand for better grades of mer- 
chandise, particularly of fresh fruits and 
vegetables, meats, and dairy products. 
With several million more people at work 
and with a military force of a million 
men, a small rise in the national per cap- 
ita physical consumption of foods may 
also be expected. 

The operating benefits resulting from 


improved sales should tend to compen- 
sate for the anticipated rise in labor 
costs. It is doubtful that cut-throat com 
petition will force margins down to a 
point where the benefits of increased 
sales will be totally nullified. 

In conclusion, we believe that the 
chain grocery industry, in spite of higher 
labor costs and various adjustments in 
retailing, may look forward to a good 
year in 1941. 

















CASE STUDY IN INDUSTRIAL MARKETING 
M. J. EVANS 


Evans Associates, Inc. 


Eprror’s Note: Among the papers presented at the ses- 
sion on “Industrial Marketing in’ 41” were the three which 


follow. Mr. George D. Crain, Fr., Publisher, \ndustrial 


Marketing, was chairman of the session. 


HEN we consider the problem of 
WV marketing any industrial product 
our first problem is obviously the prod- 
uct itself. Does the product meet the 
needs of the market to the best possible 
advantage? There are styles in industrial 
products, just as in women’s clothes. It is 
a very difficult problem to swim up- 
stream and buck a style trend. Fre- 
quently it is possible to make a simple 
shift in the design or in certain design 
features which brings a product into 
complete harmony with these underlying 
trends. In the case which we are consid- 
ering a comparatively simple market 
study brought out the fact that our prod- 
uct had not been improved in any major 
manner for a considerable number of 
years. It was still an entirely serviceable 
unit but did not possess what we might 
call ““sex appeal.” Certain features which 
had received wide acceptance in the in- 
dustrial field were added to it and mul- 
tiplied the natural attractiveness of the 
product many times. Prior to this time 
the feeling on the part of the engineering 
department had been that changes were 
unnecessary as the unit itself was en- 
tirely serviceable and was doing a good 
job wherever used. They had completely 
overlooked the fact that we must take 
into consideration every factor if we ex- 
pect to make progress in a competitive 
market. The changes in design were sim- 
ple of achievement and were responsible 
for an extremely substantial sales in- 
crease within twleve months’ time. 
After we are sure that our product has 


been adapted to the thinking of our pros- 
pect to the highest possible degree, we 
must then ask ourselves, Has the sales- 
man an attrative package? We are very 
frequently inclined to over-rate the abil- 
ity of a group of salesmen. It has been 
my experience that they are more than 
anxious to perform effectively; but they 
cannot be expected to be experts in 
scientific sales planning. Therefore, the 
product must be presented from the 
standpoint of the user. In other words, 
we must ask ourselves, What is the su- 
preme customer benefit or benefits which 
our product will render? Here we found 
that the manufacturer had been stressing 
14 different customer benefits in its ad- 
vertising. Our product study brought 
out the fact that customer benefit No. 14 
possessed greater power to create sales 
than all others combined. We, therefore, 
built a package around it. This package 
stressed the service which the product 
could perform for the user and was ar- 
ranged in such a way as to show with the 
utmost clearness how the product would 
serve the user. The salesmen were also 
trained to tie into the program in such a 
way that their own selling also rendered 
a service to the prospect. Prior to this 
approach the majority of the men were 
largely acting as order takers. 

With this improved package and a defi- 
nitely established track to the prospect’s 
door, the salesman actually became a 
sales engineer rendering a clear-cut estab- 
lished service to a group of industries. 
Obviously, this result was not obtained 
in a minute with some of the men. Some 
of them took to the idea instantly; others 
required a longer period of training. Not 
only were they given a definite package 
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to deliver, but their territories were or- 
ganized for each individual in such a way 
that a weekly and monthly program was 
clear to him. By this we do not mean to 
imply that their daily work was laid out 
in detail. This is usually impossible and 
unwise in industrial selling. It has been 
my experience that we should employ 
men capable of planning their own day’s 
work. But we did set up a definite sales 
control which made it obvious to each 
man how many times per month he was 
supposed to deliver the new package, in 
addition to his routine work. 

Out of this sales control program was 
prepared a monthly report for the sales 
manager which gave him, and the presi- 
dent of the company, at a glance the 
progress toward their previously estab- 
lished goal. 

Obviously, a vigorous advertising 
campaign is necessary to tie together the 
various ingredients of such a plan. In this 
case a combination of direct mail and 
magazine advertising proved extremely 
effective. In one territory the number of 
customers was increased §0 per cent. 
This was typical of the progress accom- 
plished. An intensive direct mail pro- 
gram was used to multiply the effective- 
ness of the individual salesman. As a 
matter of fact, in this particular instance 
we found it impossible to get major ef- 
fectiveness from our sales package until 
we emphasized its important features by 
mail. This paved the way for the efforts 
of the sales engineer in a very effective 
manner. Magazine space was used to 
reach the countless nooks and corners 
which cannot be reached except at pro- 
hibitive expense. It was also used to 
build company prestige and to reach 
other officers in the prospect and cus- 
tomer plants which it would be imprac- 
tical to reach with our mailing list. 

An interesting sidelight on this is the 
fact that our client became very much 


sold on direct mail but rather suspicious 
of the value of magazine space and asked 
an outside organization to check a typi- 
cal list of executives. These men were 
asked how many of them had read the 
advertising and had taken any action 
with reference to it. Frankly, to our 
amazement, 85 per cent of those execu- 
tives said that they had read the ads and 
taken whatever action was necessary. It 
is our definite belief that this result was 
achieved because all of the copy was 
built around the idea of rendering an im- 
mediate and worth-while service to the 
prospect. No space was used that did not 
benefit possible users of the equipment. 

As a result of this combination ap- 
proach of market analysis and sales con- 
trol, every customer and prospect is un- 
der continuous pressure from two direc- 
tions: first, sales; second, engineering 
service. And some individual is held re- 
sponsible for progress with every ac- 
count. In some cases, the situation is ob- 
viously a matter of salesmanship; in 
others, it is a matter of more intensive 
engineering study. A substantial sales 
increase can be accomplished through 
the most intimate combination of these 
two efforts plus the fact that nothing is 
left to chance. 

So far we have considered the tangi- 
bles only in our efforts to produce in- 
creased sales and profits. In the last par- 
agraph we made reference to intimate 
teamwork between engineering and sales 
departments. Here we have for consid- 
eration the most important problem in 
any management job—the intangibles of 
personality and character involved in the 
people with whom we must work. It has 
been our experience that it is in this area 
that we stand or fall in our efforts to 
achieve outstanding performance. Do we 
have enthusiastic, sincere teamwork be- 
tween the sales department and the en- 
gineering department? Not only must 
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this teamwork be enthusiastic; it must 
be sincere and honest. We must have de- 
partments and departmental executives 
that are earnestly and honestly thinking 
about the problems of the other depart- 
ments and striving to work out their de- 
signs or manufacturing schedules in such 
a way as to accomplish the utmost for 
the sales department. In too many cases 
we find departmental managers running 
their departments as though they were 
individual businesses. 

In the company which we have been 
describing, there was a distinct lack of 
understanding and cooperation among 
the men at the top. This condition was 
not the result of malice or deliberate de- 
sire to obstruct. In most cases it was the 
result of careless thinking and lack of 
proper training of these executives. A 
slight re-arrangement of executive re- 
sponsibilities was necessary; but, most 
important of all, an intensive program of 
training in teamwork and cooperation 
was instituted to arouse these highly 
capable men to a full sense of their op- 
portunities and responsibilities. For ob- 
vious reasons this program of training 
was not carried out under such a title. 
They were brought closer to one another 
and to a better understanding of their 
part of the ultimate progress of the com- 
pany as the program which we have de- 
scribed progressed from week to week 
through an endless number of personal 
contacts. 

It is our experience that most men are 
anxious to work in the most effective 
manner possible and, further, that their 
failure to do so is the result, as we have 


already said, of careless thinking. The 
results that can be achieved in a compar- 
atively short time are amazing, if the in- 
dividuals involved are convinced that 
everything is being done on a basis of 100 
per cent honesty and sincerity, that there 
are no hidden motives and that no one 
involved in the program has a personal 
axe to grind. 

If such a program of training and co- 
operation can be laid out to improve not 
only executives, but office workers and 
foremen, the results that can be achieved 
are valuable beyond words. We can set up 
sales controls until the cows come home 
or we can work out costumer benefits 
endlessly, but we will never reach out- 
standing achievement until we have 
eliminated all of the hidden barriers to 
progress. These barriers lie deep in the 
personalities of individuals involved. 
Perhaps they originated in some slight 
given by one department head to an- 
other, or some misunderstanding that 
arose between the management and 
salesmen at the time of some wage ad- 
justment. Whatever the cause of these 
human failings may be, they must be un- 
covered if vigorous, dynamic teamwork 
is to be accomplished. 

To conclude, intelligent industrial 
marketing must stand squarely on the 
three broad fundamentals: 


(1) Complete knowledge of product and 
market. 

(2) Complete control of operation and 
expenses. 

(3) An organization of men of character 
and personality directed by executives 
with character and understanding. 








BUILDING AN INDUSTRIAL ADVERTISING 
CAMPAIGN 


H. H. SIMMONS 


Advertising Manager, Crane Company 


NATURALLY assume that, as members 
l and guests of the American Market- 
ing Association, your interest in adver- 
tising is primarily from the marketing 
viewpoint. To you, advertising is only 
one of the several factors which must be 
combined in the modern successful mar- 
keting operation. 

The actual building of an industrial 
advertising program must, from your 
viewpoint, be preceded by a decision to 
use advertising. There must be a judicial 
weighing of the relative importance of 
personal and impersonal effort under a 
given set of conditions. The relation of 
cost to results must be studied for vari- 
ous combinations of the two types of 
effort. 

CoNSUMER AND INDUSTRIAL 
ADVERTISING 

At the risk of dwelling on a point that 
is too elementary for this group, I think 
it is important for all of us to re-examine 
the differences in the parts played by ad- 
vertising for consumer goods and for in- 
dustrial products. Industrial advertising 
is very frequently compared unfavorably 
with consumer advertising and there is a 
noticeable tendency for management ex- 
ecutives and, occasionally, a student of 
marketing to reason, by analogy, from 
successful consumer advertising to in- 
dustrial advertising campaigns. For ex- 
ample, a few years ago, when the bill- 
boards of the country were plastered 
with Dodge motorcar advertising, con- 
sisting of a single word such as “‘depend- 
able,” there was scarcely an industrial 
advertising man who did not have this 
campaign pointed out to him as a model 
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of brevity and effectiveness. Many exec- 
utives who were urging the adoption of 
that type of advertising for some indus- 
trial product were completely overlook- 
ing the essential differences between the 
two marketing problems. 

It is elementary to point out that the 
major part of the selling job for durable 
goods must be performed by personal ef- 
fort whereas the impersonal effort of ad- 
vertising may, by itself, perform any or 
all of the selling functions for consumer 
goods. Even so simple a fact as this, 
however, is all too often overlooked in 
considering the place of advertising in 
the sale of industrial products. While 
there are many reasons for this differ- 
ence, a recital of a few of the contrasting 
characteristics will serve to emphasize 
the point I am making. 


Consumer Goods 
Small purchase price 
Purchased frequently 


Wide market 

Inexperienced or un- 
trained buyers 

Bought on impulse or 


Durable Goods 

Large price 

Purchased 
quently 

Limited market 

Technical or trained 
buyers 

Bought after careful 


infre- 


consideration and 
on proof of value 


emotion 


But even in the field of durable goods 
there may a be wide variation in the need 
for or the possible effectiveness of adver- 
tising. These variations may be occa- 
sioned by such variable characteristics as 
type of product, the method of distri- 
bution, or the reputation of the manu- 
facturer or seller. 

A specialty type industrial product 
which offers a new or improved method 
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of accomplishing a desired result needs 
aggressive advertising to attract atten- 
tion, create interest, and pre-sell pros- 
pects. Such advertising for such a prod- 
uct permits a concentration of personal 
effort on selected prospects and a great 
saving of time in making a sales pre- 
sentation and getting actual orders from 
these prospects. 

In direct contrast a product of staple 
character which has been widely mar- 
keted for a long time cannot use adver- 
tising effectively to the same extent or 
for the same objectives. There may be a 
definite need for advertising of staple 
products; but this will be true for quite 
different reasons. 

The decision to use advertising in the 
marketing of an industrial product (like 
any other product) really depends, there- 
fore on its selection as the least expen- 
sive method of achieving a desired vol- 
ume of sales. Advertising should be used 
for those portions of the selling job which 
it can do more effectively or more eco- 
nomically than salesmen, and conversely, 
it should not be used as a substitute for 
salesmen on portions of the job which re- 
quire personal effort. 

In this connection, I would strongly 
recommend to every student of market- 
ing a careful study of the address by 
Ralph Starr Butler, entitled ““The Place 
of Advertising in the American Scheme,” 
which he delivered at the Advertising 
Awards Dinner in New York last Febru- 
ary. If I were to attempt a summary of 
his talk in two sentences, they would be: 
“When a manufacturer turns to adver- 
tising it is because advertising is the 
least expensive means to accomplish his 
legitimate purpose. Faced with the com- 
petitive necessity of selling at the lowest 
possible price, he would be very foolish 
it he elected to use a selling method 
which would not operate to his competi- 
tive advantage.” 


BUILDING THE PROGRAM 


Now to come more directly to my 
specific subject, ‘““Building an Industrial 
Advertising Program,” I would like to 
follow the traditional technique of the 
parson expounding a text. 

So, in the first place, brethren, let us 
look at the word, “Building,” as it ap- 
plies to our subject today. To a carpen- 
ter, the word “building” means sawing 
and nailing; to a contractor, it means 
estimating, managing men, and trying 
to make income cover expense; to an 
architect, it means visualizing the struc- 
ture, planning its details, and supervising 
the construction. 

If I were talking to advertising stu- 
dents ora groupof copywriters and layout 
men, I might talk of industrial advertis- 
ing as a craft. If I were talking to ad- 
vertising managers, I might talk of 
industrial advertising as a science. But 
to marketing men, I prefer to talk of in- 
dustrial advertising as a sales- and profit- 
building technique. In other words, I 
want to use the architect’s approach to 
building rather than the carpenter’s or 
the contractor’s. 

The architect, given the responsibility 
of building a structure, must do at least 
five things: 

(1) Study the owner’s needs carefully. 

(2) Conceive a broad solution of the prob- 
lem. 

(3) Plan the details necessary to carry out 
this broad conception. 

(4) Constantly check the relation of de- 
tails to the ultimate cost as well as to 
their effectiveness. 

(5) Supervise construction closely to as- 
sure the realization of the plans at the 
approved cost. 


These steps apply almost literally to 
the building of an industrial advertising 
program. As we have already pointed 
out, the condition for which the program 
is being built must first be carefully 
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studied, not only to determine whether 
to use advertising but to determine the 
amount and type of advertising. A great 
deal is being said on this program this 
morning about the importance of re- 
search in connection with industrial ad- 
vertising. Obviously, facts are the only 
safe foundation on which to build any 
marketing program and research is 
vitally essential in getting all of these 
facts. 

Just as the architect develops the 
general lines of a building before he fills 
in the details, so the builder of an ad- 
vertising program should think first of 
the broad outlines of the entire program 
before losing himself in the details of any 
part of that program. 

The planning of the details, the careful 
estimating of cost, and the constant 
study of the relation of cost to effective- 
ness, are easily understandable in build- 
ing anything. 

The supervision and inspection which 
an architect has to give a building during 
construction is analogous to the con- 
stant testing which is essential to check 
the effectiveness of an advertising pro- 
gram during and after its introduction. 

Coming now to the second section of 
my “‘text.”” What do we mean by this 
“industrial advertising” we are talking 
about? Every speaker has his own defini- 
tion of advertising. Not to be outdone, 
I’ll say it’s “every impersonal means of 
creating favorable impressions for a 
product, service, or business.” 

A publication representative, in un- 
folding one of these easel-presentations 
on my desk recently, came to a page 
which stuck in my memory (most of 
them do not). This one said, simply, ““To 
live, a business must have sales. To grow, 
a business must have friends.” I don’t 
know whether that was original with this 
publisher or not, but the phrase wrapped 
up a truth that is worth pondering in the 


development of any industrial advertis- 
ing program. In almost every case a com- 
plete assortment of industrial advertising 
should develop both sales and friends. 

I am using the word “advertising” 
in its broadest sense. All too often a busi- 
nessman who desires to advertise thinks 
only of publication advertising or of a 
catalog or a direct-mail piece or some- 
thing else. Perhaps he should have 
thought of all of them, properly related. 
In my own lexicon, advertising includes 
publication advertising, advertising liter- 
ature, sales promotion activities of all 
types, displays and exhibits, catalogs, 
price services, stock lists, etc. 

Now in the third and last place, what 
we are building is a “program.” That 
means, obviously, an integrated effort— 
not spasmodic and not merely the iso- 
lated use of a lot of disconnected bright 
ideas. I have never been able to under- 
stand how an advertising program can be 
built, as some seem to do it, by calling on 
direct-mail houses, specialty advertising 
manufacturers, free lance artists and 
agencies to submit ideas, then picking a 
handful of the best and throwing them 
all at a market as a means of introducing 
a product or stimulating sales. 

Building a program involves not only 
the selection of the best individual items 
out of an entire list of possibilities and 
the proper relating of these items to each 
other, but also the best timing of each 
item in relation to market conditions, 
other sales efforts, the available time of 
salesmen and supervisory staff, etc. It 
also means the timing of the parts of a 
program to get the one-two effect—the 
best build-up to a logical climax. 


An ILLUSTRATION 


I should like now to get away from 
this abstract discussion of the principles 
of building an advertising program and 
give one concrete illustration of the steps 
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we take in approaching a solution of an 
individual problem. 

One section of our business consists of 
the sale of valves, fittings, and other 
piping equipment to industrial users. 
Few products sold to industry are more 
staple than a globe valve, an ell, or a 
union. Few industrial products are in as 
common use or are as readily available. 
In this department of our business we 
think of two functions of advertising: 
First, the long-range one, which must 
keep hammering away on the quality of 
Crane products, the completeness of the 
Crane line, the unsurpassed distribution, 
the value of Crane service in selection 
and application of products, etc.; and 
second, the short range job of introduc- 
ing anew member of the family or featur- 
ing, temporarily, an item that may 
justify special sales effort. 

In working out these short range pro- 
grams, we have developed a system of 
checking all the possibilities that has 
already proved its value in operation. 
Whenever advance notice of the intro- 
duction of an important new product is 
received by the advertising department 
or any other reason suggests a special 
campaign, a very comprehensive outline 
of a program is immediately prepared. 
This starts with an analysis of market 
conditions, sales possibilities, and com- 
petitive considerations, and lists for care- 
ful checking and discussion every one of 
the possible advertising, promotional, 
and cataloging techniques which are in- 
cluded in our complete list. Specific sug- 
gestions are made as to the type and 
amount of each form of advertising that 
might be used for this specific case. 


Copies of this complete checklist go to 
the sales department and to the engi- 
neering and research department. The 
men in the sales department, who will be 
most directly concerned with the organi- 
zation of the personal selling program, 
check each of the items from their stand- 
point, and the product experts in the 
engineering and research department 
check the aspects of the program that 
might be modified by considerations 
with which they are familiar. 

A joint discussion between the in- 
terested departments eventually deter- 
termines the most profitable items in the 
list and the extent to which each should 
be used. The approved items are then 
developed in detail by the advertising 
department, and their application and 
checking are supervised by this depart- 
ment. 

It takes time, effort, and money to 
build an advertising program in the way 
I have been presenting it this morning. 
It can be done more quickly and more 
cheaply by the simple process of buying 
some advertising and sending it out with 
a prayer. In my judgment, however, 
there is the same difference between a 
jerry-built house thrown together by a 
carpenter-contractor and the product of 
one of our leading architects, that there 
is between a hit-or-miss lot of advertising 
bought spontaneously or because the 
boss liked certain items and a program 
that is carefully planned, considered 
from all angles, geared specifically to its 
job, is adequate but not excessive in size, 
and is put into operation with thorough 
follow-up and constant checking. 











INDUSTRIAL MARKETING UNDER THE 
DEFENSE PROGRAM 


NEIL C. HURLEY, JR. 
Vice-President, Independent Pneumatic Tool Company 


LL OF A SUDDEN a few months ago, 
from a rather dull and routine year, 
business was sent with a terrific wallop 
into a dizzy topsy-turvy upward rush 
that sent the wheels to humming like 
mad and brought back into our business 
experience a whole set of marketing 
problems that we had almost forgotten 
ever existed. 

The problems are not fundamentally 
new; but each time they recur they have 
their own special reason for coming, and 
as a result, a whole new group of answers 
have to be adapted for the new questions 
that arise. This time it’s the defense pro- 
gram that is stimulating a powerful 
sellers’ market. On other occasions it has 
been other reasons; but whatever it was 
in 1929 or the other good years, industry 
before has had its pleasant worries over 
too much business. 

This time, naturally, the difficulty 
with enjoying the scene too contentedly 
is the natural patriotic feelings for his 
nation’s defense that every conscientious 
manufacturer of industrial equipment, 
machinery and supplies must have. This 
time—during the sudden and incredible 
acceleration that is going on in factories 
everywhere—he can’t altogether himself 
determine just whom he is going to sell. 
His business, if not directly regulated by 
priorities, is certainly indirectly at least 
determined by his own desire to get be- 
hind Mr. Knudsen and the defense pro- 
gram in every way. 

As you all know, the armament pro- 
gram is not just what goes on in the 
munition factories, the airplane plants, 
or the shipyards. Even the machine tools 
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that make the guns need machine tools 
in their own manufacture. The arma- 
ment industries are the furniture makers, 
the packers, the cotton pickers of the 
South, the woodsmen of the North, the 
fisheries of the East and the West, or 
what have you. It is a common problem 
that in degrees of directness will sooner 
or later affect every business. 

If you haven’t already definitely par- 
ticipated in some pretty astronomic 
orders, you will. Getting a lot of business 
for your plant isn’t going to be so hard. 
The real problem isn’t even going to be 
turning it out. It is going to be our atti- 
tude in handling it; our way of doing 
business; our aggressiveness in the face 
of plenty; our planning and determined 
policy to look beyond the moment, across 
the horizon, to the time when this five- 
billion-dollar-a-year war industry drops 
back to its normal place in the national 
scene. 

We have to take some pretty long- 
range viewpoints in dealing with the 
present period. In the first place, an 
armament industry doesn’t do a thing 
through itself for the well-being of the 
people. Mr. and Mrs. Jones couldn’t use 
a battleship, or fire a cannon, or even 
find any use around the house for a bomb 
sight. While armaments in the present 
world crisis are essential to protect our 
way of life, they don’t contribute any- 
thing towards it. 

Fortunately, however, with the in- 
crease of business, with the great na- 
tional demand for more and more of all 
products, new and quicker ways of pro- 
ducing them will be bound to result. 
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Manufactured goods of all types—not 
just boats and guns and torpedoes—are 
increasing. Tools and machines and 
equipment are needed for all factories 
producing every kind of product, and 
our whole system of plant operation is 
certain to be more efficient in the end. 
And with greater efficiency of industry, 
come lower prices for all products when 
the armament industry is finished, mean- 
ing a firmer economy with more goods 
being available for you and me at less 
cost. 

No one can deny that American in- 
dustry has needed this revitalizing. 
For eleven years we have failed—maybe 
through no fault of our own—but failed 
anyway to keep plants modern, to avail 
ourselves of all the newest machines, and 
to train labor adequately for just such a 
business increase as we are now experi- 
encing. We just didn’t know it was 
coming. And here is where you market- 
ing men can aid your companies in set- 
ting their sights ahead in analyzing the 
future markets so that intelligent plan- 
ning can take place. Planning not only on 
the potential and existing markets but 
on a long term program to embrace 
future conditions and in the anticipating 
of new products to fit future needs. 

Meanwhile, the incredible figures of 
German production are a challenge to 
the country that first thought of mass 
production. 

Now, most of us in industry make 
products that are simpler to build than 
extremely accurate and sensitive ma- 
chine tools and as a result can be fur- 
nished more speedily. Most of us do not 
have a heavy, long-extended back-log 
that assures us of continued business for 
two or three years in advance. Most of 
us are busy today and have positive 
assurances of an advanced month or 
two, but from this point on, while indica- 
tions are fairly positive, the business 


hasn’t yet definitely been committed. 
For people like this—and most of us 
are in this class—the answer to the ques- 
tion of continued advertising is even 
more plain. I suppose that it all comes 
down to the fact that your reputation 
and place in the established markets in 
which you operate are the most impor- 
tant assets of your business. You can still 
carry on even should your plant burn to 
a crisp. The fire insurance money would 
help to pay for your material loss and the 
natural sympathy of your customers 
would hold most of your accounts so that 
when new facilities were arranged you 
would assume your normal place in the 
field. But there’s no insurance on your 
reputation! Once you’ve been lured away 
from your normal steady business, with- 
out protecting it, it’s gone—and then try 
and get it back from some aggressive 
company that has kept “pitching” day 
after day, while you counted the tempo- 
rary gain without figuring the future. 
Pick up any of the industrial trade 
papers. You will find page after page 
extolling the virtues of milling machines, 
lathes, boring mills, or big grinders. You 
would think, to read them, that every 
single one of these products was begging 
for a customer, instead of being sold 
already before it even starts in manu- 
facture. But the good old names of the 
industry are still the ones you know; 
and, whether it is for delivery now or two 
years from now, you want one of these 
made by an outstanding, aggressive 
manufacturer whose name you know 
when your company goes to market. 
As a matter of fact, as deliveries slow 
up, most buyers are anticipating a lot 
more, and current advertising is project- 
ing itself into the future more than ever. 
More and more advertisements are writ- 
ten, it seems, to the engineering and 
planning departments, with no intention 
of immediate gain, but rather to have 
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the product or machine incorporated 
integrally or used in manufacturing the 
customer’s next year’s model. 

The type of information now appear- 
ing in this far-sighted fashion should be 
still more definitely keyed to the prob- 
lems of the buyer—even though they are 
in the distance and maybe are not even 
yet apparent. That’s the great service 
you can render through your knowledge 
of research which might tell what is going 
to happen before it does. Or to prevent 
the present hurly-burly of sudden change 
because we missed the fact that it was on 
the way before we knew it. 

Now, if you will pardon a personal 
reference, I should like to say something 
about distributor relations during the 
present period. For the past three months 
our own company has made a rather de- 
termined effort to talk frankly and sin- 
cerely with our different representatives 
throughout the country, and during this 
time have told them honestly just where 
the factory stood. 

They are affected by the business in- 
crease even more than we are. We at 
least are busy to our limit, while they, 
who make nothing but only sell, are im- 
possibly stymied if they cannot get the 
goods their customers want to buy. 

Our distributors, on whom we all 
count for the casual and regular but ab- 
solutely vital business, who form the 
great majority of our average accounts, 
should be kept alert to the market situa- 
tion in order that they can purchase 
bigger stocks and can anticipate for their 
customers weeks in advance what their 
demands are going to be. Through their 
warehouses, if properly handled, much 
can be done to make at least partial ship- 


ments promptly, and the pressure of 


rush business reaching the plant can be 
made somewhat lower. 

So, as we swing into 1941, with every- 
one shouting for more of whatever we 


make but to hurry with it, we find a dif- 
ferent market, quite changed from a year 
ago and with new and different reasons, 
but these reasons are just as practical 
from a merchandising and advertising 
standpoint. For the first time we are 
spending our money not alone to get 
business right now—today. 

Rather we are setting our sights to 
keep brilliant our own place on the in- 
dustrial scene, to safeguard our business 
for the future when armament business 
ceases, to participate in the 1942 plans 
of manufacturers getting ready now to 
introduce products still in the engineer- 
ing department, to strengthen our dis- 
tributor relations, to make sure that our 
plants continue to bulge with expansion 
and hum with the pleasant whir of busy 
machines—this is the answer to the 
marketing question that swells up at a 
time when the sales problem is, tempo- 
rarily at least, not the biggest worry of 
the business. 

Anyway, here we are at the beginning 
of 1941. Our plants are going full blast. 
Our purchasing agents are giving the 
cigars to the salesmen. Management is 
going over and over the productive 
capacity figures of its factories and buy- 
ing the newest and most modern equip- 
ment it can get—even placing orders for 
delivery as far away as 12 to 18 months. 

We are building new plants, too, be- 
sides just modernizing our old ones. For 
the first time in a long, long while the 
production end of the business is getting 
its proper share of attention. In short, a 
mighty strong hypodermic is being given 
our industrial system that ought to mean 
better business, armament or not, after 
the defense program gets to the point 
where it is required to taper off. 

Maybe I am spending too much time 
in this talk about the future of business 
generally after the armament industry 
has been satisfied. But it seems apparent 
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that any discussion of the marketing 
problems this business is creating 1s 
again dependent upon our sights being 
set for a long way ahead and must con- 
sider the future, when the present stimu- 
lant is stopped. And out of all this I am 
trying to say that the new tools, ma- 
chines and supplies, the ideas and serv- 
ices, that industry is now buying for 
armament needs are going to promote 
such industrial efficiency that they will 
swell the plants at some future date with 
peacetime business because of the lower 
prices and improved products that will 
be possible. Our own standard of living 
ought to be much higher, as, when the 
war industry is stilled, we shall be much 
more capably set up from a mechanical 
and labor standpoint to devote our 
energies to the production of our own 
household necessities and luxuries. 
People say frequently that, when the 
armament rush is spent, our economy 
will revert to poor business. We all know 
that with some regularity things have to 
go down in order that they can go up 
again and that depressed conditions in 
some form will undoubtedly again result. 
The present armament program, how- 
ever, shouldn’t be the basic cause of the 
fluctuation and the two problems just 
don’t dove-tail. Not when 70 per cent of 
our machine tools are ten years old or 
more and when a good percentage of our 
present productive capacity is being sent 
abroad to England and not being used 
domestically, when the present program 
is doing so much to stimulate such baby 
industries as aviation, and especially 
when the present upturn has come while 
the memory of 1929 still tragically lingers 
in the minds of most managements. As a 
matter of fact, while our armament in- 
dustry represents right now $5,000,000,- 
ooo, our other normal industry is more 
than thirteen times this amount and 
under the impetus of war buying ought 


to grow and expand even further in pro- 
portion. 

Well, so much for the future and the 
past. Now, what about zow? How about 
the marketing problems we’ ve got today? 
Especially those of us who make supplies 
that are used in defense industries, as 
well as a great variety of other ones. If 
our plants are booked solid, should we 
keep right on with our intensive mer- 
chandising to get business that we can’t 
handle even if we do get a customer to 
buy? 

There’s only one answer. You either 
go forward or you go backward. You 
either want to get business or you don’t. 
If you think you don’t need any—be- 
cause you are busy with temporary and 
transient war orders—and so you don’t 
keep aggressively before your established 
markets for fear of getting above your 
plant capacity, you might be too success- 
ful and do a permanent job of steering 
the demand elsewhere. 

A week or two ago I noticed in the 
popular magazines an advertisement of 
Lockheed Aircraft that seems to be as 
good an example as any of the point in 
question. Probably the last thing in the 
world that you or I would want to buy, 
good times or bad, would be a transport 
airship. But just the same here’s Lock- 
heed, with more business than they ever 
dreamed about, building more and more 
plant space, and with current orders 
stretching two years in advance, ad- 
vertising to us about the excellence of 
their planes, their leadership in design, 
and so on. 

Lockheed are thinking of the future, 
’way into the future for them, that while 
their plant is almost commandeered by 
the government, when they have almost 
only one or two customers, their name 
will not grow cold. Their concern 


stretches even past the comparatively 
few airline operators, who could be con- 
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tacted quite simply personally and 
through direct mail and the trade press, 
to the passenger who will some years in 
the future ride and have confidence in 
Lockheed ships. 

Very fortunately, in the scramble to 
get armament business—at least so long 
as we remain at peace—most firms will 
be able to make their same normal, or 
closely allied, product. But they will be 
able to make many more units and to 
develop a larger productive capacity, 
which will call for newer ways to produce 
them. Indeed, the speeding up of as- 
sembly of everything from bed cots to 
bugles is what will stimulate the in- 
genuity of all of us and will be responsible 
for the lasting features of the defense 
program in the days after it is reduced to 
normal size. 

Some manufacturers, because of their 
particular businesses, are going to be 
required to trim down their output for 
their normal customers. Others of us 
should aim for such an acceleration of 
our capacity that, despite meeting in- 
creases that the administration feels 
necessary in aircraft, in shells, in cannon, 
boats and submarines, we also continue 
to make quantities of automobiles, radios, 
and other devices that go to make our 
lives entertaining and pleasant. It would 
be wrong to subject our whole productive 
system to an economy that would sub- 
jugate freedom and the manner of living 
we are attempting to protect. 

American industry has never reached 
the full production capacity that it can 
achieve. People want and need and must 
have more electricity, more clothing, 
more food, more necessities of all kinds 
and more luxuries. The defense program 
with its emphasis on speed and produc- 
tion will make possible lower costs in 
some industries that have never up to 
now been aware of mass production. It is 
still possible, as the program warms up, 


to visualize a full schedule of armament 
making without hindering the great buy- 
ing urges of the people for normal prod- 
ucts, as their own wages become greater, 
more assured, and more regular. 

The inspiration of the great achieve- 
ments of American industry in the past 
ought to be proof that, given a goal to 
reach everything is within its vision. Two 
weeks ago I was down in Schenectady, 
going through the General Electric plant, 
and during the course of watching one 
of the operations that they were accom- 
plishing, I mentioned to the man I was 
visiting that the job in question seemed 
impossible. He was smiling when he re- 
plied, but just the same the answer he 
gave is the front line of defense of this 
country today. 

“Here at General Electric,” he said, 
“we figure that the impossible is just 
something that hasn’t been figured out 
yet.” 

Now, all of this can be just a lot of 
wishful thinking. It is easy to get up here 
and say that industry can do more than 
it has, that it must, that, while patrioti- 
cally placing our factories at the disposal, 
if needed, of the defense commission, we 
likewise should create additional facilities 
to serve the normal demands of Mr. and 
Mrs. Citizen. But it has a positive basis 
in fact. 

As a matter of fact, unless industry 
steps out with new and better methods 
of mass production of ordinary products, 
unless the defense program teaches us in 
all industries how to do it—and not in 
just a few like radios and autos—we 
shall never be able in the years to come 
to pay for our buying now of battleships, 
tanks, and planes. The hope of the coun- 
try in the future—when this war buying 
is finished—is that the national income 
will remain high so that taxes can be 
paid. Only through the creating of de- 
mands on the part of consumers by better 
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products at lower prices can this income 
be kept at a substantial figure. Thus, for 
the future of the country, the improve- 
ment of industrial materials, the increase 
of production, and the subsequent lower- 
ing of costs are of prime national impor- 
tance. 

Our job, of course, as men who are 
concerned with the marketing problems 
rather than the manufacturing, is to do 
what we can to retain present customers, 
to enter into the present period of good 
business determined to emerge from it 
stronger in the eyes of our distributors, 
closer in our relationships with both 
them and our customers, and to have 
suggested and fostered within our engi- 
neering and research departments new 
products that it will be possible to pro- 
duce for new markets either now or in 
the future. 

In the meantime our advertising 
should be strong, especially as it relates 
to industrial activity. If you make any- 
thing that tends to speed up assembly, 
which will last longer and require fewer 
replacements, which needs less service, 
tell it loudly. It is what people want to 
know about. 

Under the present whirlwind activity, 
men in charge of production just haven’t 
got the interest in wading through reams 
of copy about your integrity, prestige, 
and engineering skill. This is the period 
of good business we’ve been waiting for 
—and if you’ve got it, tell them. 

In conclusion, let me say that those of 


us here today are merchandisers. Our in- 
terest is the romance of selling, our thrill 
is the building in reality today of the 
dreams we had yesterday. In the quicken- 
ing of the pulse of business, it is easy to 
get soft, to stop selling, and to take 
orders, to be satisfied as record after 
record is smashed, and to think that the 
armament industry is permanent and 
something good in itself. 

From all of this present business can 
come a good stable prosperity. Industry 
can rearm itself with modern tools, can 
ferret into new markets with new prod- 
ucts, can better by far many of the exist- 
ing ones, and through methods maybe 
yet unknown can reduce the prices of 
almost all of them. It is only through 
producing more of a better product at a 
lower cost that America can retain her 
leadership in the world mass productive 
industries, can have her people prosper- 
ous and can find strength in humming 
wheels and belching smoke stacks. 

It is our job—those of us in the mer- 
chandising profession—to establish these 
markets, to see that we have the prod- 
ucts to develop them, and to se// and 
sell and sell under the stimulus that we 
now have to awaken buyers everywhere 
to the advantages that can be theirs 
through our material, tools or supplies. 

Selling is ever changing, and it is the 
swiftness with which it moves that pulls 
most of us toward it. That we have a big- 
ger job in the coming year is a challenge 
that most of us will welcome. 








THEORY AND APPLICATION OF REPRESENTA- 
TIVE SAMPLING AS APPLIED 
TO MARKETING 


ARCHIBALD M. CROSSLEY 
President, Crossley, Incorporated 


Epritror’s Note: This and the following paper were 
presented at a joint session with the Institute of Mathe- 
matical Statistics on “The Theory and Application of 
Representative Sampling.” Professor Theodore H. Brown, 
Harvard University, was chairman of the meeting. 


search involves a means of cross- 
sectioning 130 million people, or such 
groups of them with whom we may be 
directly concerned. 

As in all other sampling we have two 
principal problems of technique: (a) 
How large should the sample be? (b) 
How should it be distributed? 

I am not going to enter into a lengthy 
technical discussion here of formulas for 
sample size, for several reasons: First, 
what I could contribute, I am sure, 
would be very little in comparison with 
the work which Professor Brown has 
done. Second, no formulas I have ever 
seen have been broad enough to cover 
all of the various needs. And third, the 
size of the sample is far less important 
than its distribution. 

One cannot deal with a variety of field 
problems for 22 years without observing 
recurring conditions of some kind. There 
are symptoms of sample inadequacy and 
maldistribution just as there are symp- 
toms of a physical ailment. Perhaps you 
would be willing to have me discuss some 
observations of these symptoms, 1.e., ex- 
perience data. 

Formulas begin by recognizing that 
sample adequacy is affected by two 
types of breakdowns: 

(1) The number of ways we classify people. 

(2) The number of different answers to a 

question. 
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— in American marketing re- 


As a simple illustration of the former 
we might take election polls. We can 
cross-section the United States ac- 
curately with a very few thousand voters 
for a simple national popular vote. But 
if we divide the country into forty-eight 
parts for electoral vote, our sample must 
be adequate in each of these parts 
hence fairly large for the country as a 
whole. The same sort of thing applies to 
any other breakdowns—the smaller our 
division the greater our total sample 
must be. 

Corollary to breakdowns desired is the 
necessity for taking different conditions 
into account. It has often been asked, for 
instance, why in radio audience ratings 
we do not attempt to cross-section the 
United States. Actually, the needed 
breakdowns would be comparatively few, 
and there are not many areas of the 
country that are fundamentally very dif- 
ferent in their listening likes and dis- 
likes. But what set-owners would like to 
hear and what they really hear are often 
quite different. The competition for the 
listener’s ear is the same in compara- 
tively few places partly because of what 
happens to the signal. The criss-cross of 
these signals over the country creates 
many different local situations, all of 
which must be properly represented if 
we are to take a true national cross- 
section. On that account, we confine our 
regular ratings to 33 large cities where 
the networks compete on a nearly-equal 
footing as far as local receiving condi- 
tions are concerned. 

The tossing of a coin, of course, in- 
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volves only two possible answers. It 
doesn’t take long for the heads and tails 
to come out fairly close to even. Making 
all sides of a die come out evenly is a 
little harder. Combinations of dice or of 
cards introduce still more difficulty. But 
you still are dealing with pure chance. It 
is when outside factors make the odds 
uneven that the sampling problem be- 
comes really complicated. 

Experience tables have enabled statis- 
ticians to set up standard deviations 
with unequal pairs of answers to a ques- 
tion, and to move from pairs into groups 
of different answers. But at this point 
theory and practice part company. 
Sampling in the field adds new complex- 
ity to the laws of pure chance, and 
normal probable error bogs down. 

For the chance laws to work, it would 
be necessary to have all the conditions in 
the field in exact conformity with the 
bases of these laws. First, the sample 
would have to be distributed absolutely 
perfectly. Second, the questions and in- 
structions would have to be completely 
understood and handled in the field 
exactly as laid out, regardless of local 
conditions. Third, everyone interviewed 
would have to understand completely 
the meaning of the questions, be able to 
answer them perfectly, and actually do 
so. It would not matter, of course, if 
deviations of these types occurred in the 
same proportions in all the component 
parts of the sample. But whatever gods 
watch over the research business are not 
so kind. One income level with small 
samples may tend to vary one way, an- 
other one another way. One educational 
level may tend to vary one way, another 
one another way. And so on. Hence, 
samples need to be large enough to iron 
out these differences within a breakdown 
or to reveal the condition and how to 
correct it. 


Experience in field interviewing, there- 


fore, leads to the conclusion that there 
should be for each important division of 
people an irreducible numerical minimum 
applicable to each answer. The basis of 
this idea was first given to me about 15 
years ago by Paul Cherington, and again 
and again I have found it to work. I 
would not state it in any sense as a law, 
but rather as a rule of thumb. The 
smallest number as an answer to any 
question in its smallest breakdown 
should never be less than 25. In estimat- 
ing desired sample size. I usually start 
with that. If I find that in the end, it 
brings me to a total of much less than 
1/10 of one per cent of all there are in the 
group being studied, then I use the latter 
figure. 'n successive sample comparisons 
I have found that, when there are few 
variables, it is sometimes possible to go 

as low as 1/100 of one per cent of a large 
field without showing any very great 
shift in results. But in general, the most 
reliable samples, if carefully distributed, 
appear to be obtained with 1/10 to 3/10 
of one per cent, unless the total in the 
whole group is small. Then the rule of 
25 usually takes care of the situation. 

Beyond this simple rule of thumb I do 
not want to go at this time. Instead, let 
us consider sample distribution. 

George Gallup once said that a man 
walking around Times Square for a short 
time polling everyone he met would have 
been more accurate in 1936 than the 
Literary Digest. The scientific polls, new 
as they were in 1936, forecast a Roosevelt 
landslide on the basis of a few thousand 
votes. The Digest, with millions of votes, 
went completely and thoroughly hay- 
wire. 

This was the first real introduction to 
the American public of the principle of 
selective sampling. The Digest, it is true, 
made some apportionment of its out- 
going ballots by geographical location; 
but, in general, it applied a sort of ran- 
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dom technique. That something was 
wrong with the sample distribution be- 
came pretty obvious when the question 
of previous vote totalled to the anomaly 
of a Hoover paper victory in 1932. 

There is nothing wrong with random 
sampling. The trouble most often comes 
in distortion of the random principle. If 
you had a box containing slips for all the 
voters in a state, and if you shuffled those 
slips thoroughly, you could take a ran- 
dom sample and produce a fairly good 
answer. But when you begin making up 
your own order of the slips, you are apt 
to bring about distortion unless you do 
it in accordance with a very carefully- 
arranged plan. The Digest picked its 
lists—automobile owners and telephone 
subscribers—arranged the names in an 
artificial order, and let the cards return 
as they might. 

True randomization is not achieved by 
asking questions of friends in a wealthy 
district. It does not mean the nearest and 
easiest people to find, as some people 
seem to think. If that were true, the laws 
of chance would have no opportunity to 
function. Instead, randomization implies 
(1) that the group being sampled is com- 
plete, (2) that it is properly shuffled, and 
(3) that it is sampled in large enough 
numbers to make sure that all factors are 
represented. 

Working with the total group in this 
manner makes it possible to take each 
sample as it comes. But in everyday 
practice we don’t have millions of names 
to drop into Irish Sweepstakes machin- 
ery. If we have names at all they are on 
long lists of some sort, such as subscrip- 
tion galleys of a magazine, registration 
lists, and so on. To accomplish the effect 
of shuffing we use rotation—taking 
every fourth name, tenth name, or what- 
ever is best for the purpose. 

Mostly, we do not even have lists to 
work with. If we are covering a small 


town, the same effect is achieved by 
going up and down every street and 
taking every fourth house, for example. 
But when you have three million square 
miles of the United States to cover, the 
problem is not so simple. 

Not being able to achieve randomiza- 
tion easily in our everyday work, we try 
to manufacture it by examining its 
component parts to see what they are 
and how they are put together. This 
brings us to what we call selective sam- 
pling. We select so many in each part of 
the country, so many in each population 
group, etc. Selective sampling in some 
form has brought us a long way. It is 
almost universally used in marketing re- 
search today. Sometimes it is used very 
badly, sometimes very well, mostly 
middling well. 

In my opinion we have only started to 
take the watch apart. We know that 
what makes it tick is something in this 
or that gadget, but in general we have 
not discovered exactly what it is. When 
the workings of the sampling process are 
fully known, we should be able to find 
what we want with very small numbers. 
If we could locate the people who are 
typical of the whole United States in 
shoe consumption, for example, we could 
probably get them into a single room and 
learn all that we want to know. As we 
come nearer and nearer to such location 
with our various experiments, we find it 
possible to reduce sample size materially. 
But we cannot cut samples drastically 
until we are sure we have every factor 
properly represented. Everything is a 
substitute for this localization of typical 
people. The truly random sample, with 
names drawn from a list, is merely 
making the laws of chance do the select- 
ing for us. Hence, a fairly large cross- 
section is needed. When we do a partial 
job of selection, we do not even possess 
the advantages of these laws of chance, 
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so that we are apt to need still larger 
numbers. But when we are able to do a 
thorough job of selection, locating 
exactly the right persons, we need very 
few. 

The trend, therefore, is now in the 
direction of small, carefully chosen 
samples. There are several hurdles: 

(1) The searching job is very expensive. 

(2) We do not possess enough information 

in most Cases. 

(3) The optimum group is apt to be widely 

scattered. 

The first cost of searching out the 
right group is something which even- 
tually we shall overcome, as experience 
data accumulate. Already, we have been 
able to set up certain rules. We know 
that in a given instance a particular 
breakdown is unnecessary because, when 
the parts are broken down, they show 
the same situation for each. If a test 
shows men and women dividing their 
preferences in about the same manner, 
we may take either or both and not be 
concerned with their distribution. If, out 
of five income levels, the upper two con- 
tinually run alike, they may be combined 
into one. And so on. But conversely, if 
we do not do enough breaking down to 
allow for differences, then we run into 
trouble. If the ill-fated Literary Digest 
had recognized that while income di- 
visions had been unnecessary previously, 
they were imperative in 1936, the story 
would have been very different. 

In income levels we have the sorriest 
case of the inadequacy of our informa- 
tion. There seems to be no more impor- 
tant job for the marketing research busi- 
ness to tackle than that of finding out 
how to divide people into different stand- 
ards of living. That political polls have 
been able to forecast results as closely as 
they have in view of the dearth of such 
information is to me almost miraculous. 
We all have different ideas on this sub- 


ject. We are widely separated in our own 
definitions. We do not agree on the 
number of levels, nor on the basis of their 
division. And in the past the best in- 
formation coming out of Washington 
upon which to set up such divisions has 
been completely inadequate for our 
purposes. 

In income levels also we have a source 
of trouble in field operations. Selective 
sampling is far too often thought of in 
terms of large groups, in the belief that 
such large groups will somehow random- 
ize within themselves. But in practice 
that does not often happen. Tell an inter- 
viewer that you want one-third of your 
interviews in an area of the city which 
covers the lowest third of the population. 
Probably the income of the average 
family in that group will be less than half 
of the highest income for any family in 
the group. It is usually a safe bet that if 
you knew the income of the average 
family in the lowest third, you would 
find your group average for the inter- 
views running higher. That does not 
necessarily imply a deficiency on the 
part of the interviewer. He carries out 
his instructions, but unless those in- 
structions deal with greater selectivity 
and force the average down, the inter- 
viewer reports what he finds in his 
normal rounds. The very low levels are 
more difficult to cover. They are less 
willing to talk. Often they do not speak 
English. 

The same sort of problem arises in 
9 GE within a population group. 

Tell an interviewer you want ten inter- 
views with farmers, and your results, 


with the instructions carried out to the 
letter, may be quite atypical. You will 
probably find that the farmers in your 
group live not far from the town or city 
and on main roads. They are most apt to 
be the ones willing and able to talk. They 
probably are a little more prosperous 











460 


THE FOURNAL OF MARKETING 





than the average. Truly selective sam- 
pling defines exactly the type of farmer 
needed, and each single interview follows 
a set of carefully-planned specifications. 

Because of the widespread scattering 
of exactly the people we want, we have 
found it necessary to cover large num- 
bers of interviewing points. With small 
total samples this means many inter- 
viewers and small jobs for each. This is 
the best method there seems to be at 
present. To overcome the costs involved 
in this situation, many of us have ex- 
perimented with typical states, counties, 
and cities. Eventually, there will prob- 
ably be much more of this; but until we 
know a great deal more about the factors 
involved, the laboratory or test location 
must be treated as an experiment. 
Theories as to what constitutes a barom- 
eter state in national elections have been 
amended again and again. Ohio still goes 
the way the nation goes, but it stands 
as just about the last bulwark of 
barometers, and a single localized labor 
situation might topple it in the next elec- 
tion. Single barometer counties, of course 
are in even more precarious position. 
Erie County, Ohio, which had previously 
had such an excellent forecasting record, 
went by the boards this year with some- 
thing like a 55% preference for Willkie. 

Counties in groups, however, may 
some day be found workable. If so, it 
seems quite unlikely that they will be 
always the same counties, and that a 
small number of them will always work. 
It has been found possible to measure 
fountain-pen consumption very accu- 
rately for the United States with only six 
cities and towns. The same sort of thing 
should be possible with bread, tooth- 
paste, and other items when there are 
few variables. But each marketing re- 
search job has its own set of variables. 
Sometimes the factors involved are few 
and concentrated in one set of locations 


or in another. Sometimes they are many 
and widely scattered. Whether there is 
a way toward greater standardization 
constitutes an important question for 
the immediate future. 

Highly selective sampling is essential 
in panel or jury operations when the 
same person is reached several times. 
And when we can find a way to confine 
such operations to small numbers of lo- 
cations, we shall have helped along im- 
measurably this important new phase of 
research. 

Research is passing beyond the mere 
nose-counting stage. There are many new 
things to be found out. Actually, the 
whole operation of panels is still in the 
testing stage. We are reasonably certain 
when people are interviewed several 
times over a short period on the same 
subject, that the information obtained is 
not completely uncolored. Some, perhaps 
all, of this bias is being removed with the 
use of control groups, where the answers 
of continually changing samples are used 
as weights against those of the fixed 
samples. 

Recurring interviews with the same 
people are practically a ‘‘must”’ on the 
research calendar. Some reliable efficient 
way needs to be found to make them pos- 
sible. There is a real job ahead for selec- 
tive distribution here; but it is not an 
easy one. Recurring interviews today are 
not completely satisfactory. When they 
can be made so, we shall know how 
people’s reading, listening and buying 
habits shift about, and how to measure 
total actions over a period. 

The whole field of qualitative research 
takes on new significance with panels. 
Yet panels are probably the most dan- 
gerous form of research, because they 
readily mislead if mishandled. People do 
not often turn irrevocably from one 
brand to another, unless there is some- 
thing seriously wrong with the product. 
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Good advertising, good salesmanship 
and the desire for a change create tides. 
Research needs to learn what causes 
these shifts. And reasons for actions have 
to be learned as the actions take place, 
not much later. 

Selective sampling has given a good ac- 
count of itself. Time and time again re- 
sults obtained by that method have 
checked closely with known data. Such 
data, in fact, now play an important part 
as a control in the operation of this type 
of research. If the results of field inter- 
views show, for example, too high per- 
centages of gas-equipped homes and too 
low automobile ownership, the inference 
is that the selection of rural interviews 
has not been made properly. Similarly, 
there are controls for income levels, for 
education, for occupation, and a series 
of indicators for special purposes which 
show whether the work done follows the 
complete pattern in all desired respects. 

These and other controls operate 
further to check on the understanding of 
the question and the correctness of the 
answer by the informant. Knowing in 
advance what certain ratios should be, 


experimental questions are asked in dif- 
ferent ways, and deviations from true 
results are analyzed for reasons and 
means of correction of basic techniques. 

The work of field interviewers is the 
more readily analyzed when selective 
sampling and classification controls are 
used. Set up on a frequency table, 
answers to indicator questions under 
exactly similar conditions, reveal very 
quickly where a given interviewer has 
not followed instructions. 

If the cost of a job is divided by the 
number of interviews, the rate is rela- 
tively high when full selectivity is used. 
But accurate results can be obtained 
with small samples. Until more informa- 
tion is obtained of a basic nature through 
cooperation and through experience, we 
shall still have to carry on completely 
selective sampling the hard way. 

Such extreme selectivity will probably 
never be universal. In the run-of-mine, 
we may always use the partial selection 
afforded by dividing the country into 
major economic groupings and pro-rat- 
ing our samples along broad lines. 
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ATA on agricultural items, in gen- 
D eral, are extremely heterogeneous, 
and any efficient sampling program to 
obtain information about agriculture al- 
most invariably requires stratification. 
This whole discussion could be devoted 
to the ways in which the theories of 
stratification are being utilized to in- 
crease the accuracy of agricultural data 
collected on a sample basis. We assume, 
however, that it would be of more in- 
terest to this group to have presented to 
it a specific sampling problem in agri- 
culture in which the sampling theory of 
stratification has been applied. This will 
be done to (1) point out some of the 
problems encountered in applying the 
principles; (2) show how it was possible 
to circumvent some of these difficulties; 
(3) indicate what was gained by stratify- 
ing in this particular instance; (4) show 
how the gains were calculated. 

The Pre-Harvest Wheat Surveys have 
been selected as a basis for the discus- 
sion. There were two specific objectives 
of the surveys. The first was the develop- 
ment of a sampling technique that 
would, at harvest and prior to market- 

1 The sampling was conducted by the Agricultural 
Marketing Service, U.S.D.A. The work in the labora- 
tory was done in cooperation with the Kansas and North 
Dakota State Colleges and Experiment Stations. The 
authors directed the statistical analysis in collaboration 
with the staff of the Statistical Laboratory, Iowa State 
College. The authors are especially indebted to W. G. 
Cochran, E. E. Houseman, and G. W. Snedecor for their 
advice, suggestions, and criticism. 
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ing, give accurate estimates of the yield 
per acre and estimates of the quality of 
the wheat by varieties for areas smaller 
than the State. By “quality” is meant 
such determinations as test weight per 
bushel, per cent of protein, character 
(per cent of hard vitreous kernels), and 
baking qualities. The second objective 
was the determination of plant charac- 
teristics that are associated with yield 
and can be measured during the growing 
season, and that can be used, therefore, 
as an objective basis for forecasting yield 
prior to harvest. The scope of this paper 
will be confined to a discussion of the 
first objective. 

The three Pre-Harvest Wheat Surveys 
have been part of a research program 
carried on by the United States Depart- 
ment of Agriculture in cooperation with 
the Kansas, North Dakota, and Iowa 
Agriculture Colleges and Experiment 
Stations. The first survey was made in 
1938 and was confined to the eastern 
half of North Dakota with special em- 
phasis being placed on the forecasting 
aspects of the problem. The field crew 
consisted of two samplers, who used one 
car. In 1939 more consideration was 
given than in the previous year to the 
investigation of the possibility of releas- 
ing timely quality and production esti- 
mates for varieties and for areas smaller 
than a State. The survey was extended 
to the hard red spring and hard red 
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winter wheat belt that covers the 
States of Kansas and North Dakota and 
parts of Oklahoma, Nebraska, South 
Dakota, and Minnesota. This area pro- 
duces a large part of the wheat grown in 
the United States. In 1939 the field work 
was conducted by a crew of six who 
traveled two men to a car. They started 
sampling during the first week in June 
in southwestern Oklahoma and moved 
northward with the harvest at a rate of 
about 100 miles a week. Sampling was 
completed in North Dakota about 
August 15. A total of 3,688 samples was 
obtained. 

The 1940 survey covered the western 
half of Oklahoma and all of Kansas. This 
time eight men, two in each car, con- 
ducted the field work. More attention 
than in the two preceding years was 
given to the speeding up of the releases 
of information and to improving the 
methods of presentation by supplement- 
ing the discussions and statistical tables 
with such illustrative material as charts, 
graphs, and maps. 


THE SAMPLING PROBLEM 


Before the sample was taken, we had 
some general information about the uni- 
verse to be sampled. It was known, with 
some degree of certainty, that the uni- 
verse was heterogeneous. The expected 
sources of variability were: (1) variety 
differences, (2) district differences trace- 
able to environmental conditions, (3) 
variability among fields, and (4) varia- 
bility within the fields, since it was 
necessary to sub-sample the fields. 

If the standard deviations traceable to 
variation within fields and among fields 
had been known before the sampling 
started, the optimum rate of sampling 
within fields as compared to the number 
of fields sampled could then have been 
determined from the ratio of these stand- 
ard deviations. But at that time these 


standard deviations were not known, 
and we were forced therefore to use our 
judgment. From general knowledge of 
the population, it was believed that the 
variance within fields was much smaller 
than the variance among fields. Accord- 
ingly, as many fields as possible were 
sampled in the first year, while the num- 
ber of samples per field was held to a 
minimum of two. 

Confronted with two other sources of 
variability, one arising from differences 
between the true district means and the 
other from variation among farms within 
a district, we had to make some assump- 
tions. The first assumption was that 
differences between districts existed to 
such an extent as to make stratification 
by districts worth while, in which case 
our problem became one of distributing 
the total sample efficiently among the 
districts. 

It is known, from the statistical point 
of view, that the sample is distributed 
most efficiently when the fields sampled 
per district are held to a number propor- 
tional to the product of the standard 
deviation and the weight for each dis- 
trict. This, however, implies that both 
the standard deviation and the weight 
for each district are known before the 
sample is taken. Since there was no way 
of knowing what the standard deviations 
were, the second assumption was that 
the standard deviations within each dis- 
trict were the same. 

As for the weights to be given each 
district, a further difficulty arises, since 
yield is weighted on the basis of the total 
acreage in each district, whereas protein 
and test weight should be weighted ac- 
cording to total production in each dis- 
trict. Lacking any knowledge of total 
production, we attempted to distribute 
the sample on the basis of wheat acreage, 
which gives the most efficient sampling 
distribution for yield if the variances 
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within districts are homogeneous. The 
effect of this procedure on the distribu- 
tion for protein and test weight is in- 
vestigated later in the paper. 

The acreages in the several districts 
were not known, but a scheme was de- 
vised whereby the sample could be dis- 
tributed roughly according to the wheat 
acreage. This was accomplished by route 
sampling and by using a crop meter. The 
crop meter is attached to a car and is a 


grown in fields fronting on the roads are 
not materially different from those 
grown in fields not fronting on the roads. 

The fields sampled, therefore, were de- 
termined by the crop meter. Strictly 
speaking, this method of sampling does 
not give a random sample. The routes 
were selected in such a way that they 
formed a grid-like pattern over each dis- 
trict, and in an objective manner which 
would prevent bias arising from personal 







































































































































































KANSAS 


1939 Pre-harvest wheat survey sampling routes 


device which measures both the frontage 
of the fields and the total miles driven. 
Before the sampling started we knew 
from the census the total area of each 
district; and by holding the total miles 
driven in each district proportional to 
the land area and by sampling, say, 
every two miles of wheat as indicated by 
the crop meter, the sample was auto- 
matically distributed according to the 
mileage in wheat, subject, of course, to 
a sampling error in the metering. This 
implies that the area of a field is propor- 
tional to its frontage, and that the crops 





judgment. From experience it is believed 
that in this case the sampling variation 
within strata was about the same as that 
obtained by a random selection of fields 
within the strata. We have not, how- 
ever, tested this assumption. The accom- 
panying maps show the routes taken in 
North Dakota and Kansas in 1939. 
Upon arriving at the fields selected on 
the basis of the crop meter, each of the 
two samplers selected two numbers at 
random from a table of random numbers, 
one number to determine the point of 
entry, the other number to determine the 








al 





Lnedienaiileaell 


ved 
ion 
hat 
Ids 
OW- 
ym- 
1 in 


| on 
the 
; at 
ers, 
t of 
the 





THE FOURNAL OF MARKETING 


465 

























































































NORTH DAKOTA 


1939 Pre-harvest wheat survey sampling routes 


distance into the field where the sample 
was taken. In order to reduce the amount 
of walking, the area sampled was re- 
stricted to a strip within 100 paces of the 
road. There is little reason to believe that 
this restriction would result in a biased 
sample. The sample of wheat was col- 
lected by use of a rectangular shaped 
steel frame, open at one end which was 
placed perpendicular to the drill rows. 
The sample consisted of a certain num- 
ber of contiguous rows extending from 
one side of this sampling bar to the 
other, or a length of 26.14 inches, which 
is approximately 1/5000 of an acre. 

The grain falling within the unit was 
clipped, placed within an envelope, and 
mailed to a central laboratory where the 
chemical tests, counts, measurements, 
and other determinations were made. 
A laboratory was established at Man- 
hattan, Kansas, for the 1939 and 1940 
winter wheat samples, and a similar 


laboratory was established at Fargo, 
North Dakota, for the 1939 spring wheat 
samples. After the analysis of the data 
had been completed for a district or a 
group of counties, the data were rushed 
to the market news offices of the Agri- 
cultural Marketing Service. The Kansas 
City, Missouri, office released the winter 
wheat quality reports, and the spring 
wheat reports were released by the 
Minneapolis, Minnesota, office. 


ANALYSIS OF THE SAMPLE 


The sample furnishes an objective esti- 
mate of the means and the variances, 
and these estimates can be used for 
checking some of the questionable as- 
sumptions made when the sample was 
taken. The analysis of variance facili- 
tates the separation of the total sum of 
squares according to different sources of 
variation so that one can compare the 
variation attributable to the several 
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Taste I. 1939 Pre-Harvest WuHeat SuRvEY—ANALYSIS OF VARIANCE OF YIELD 











| Kansas | North Dakota 
Source |— — — —- 
af | Mean Square | df | Mean Square 
Total 1319 1087 
Fields | 659 217.26 543 74.78 
Samples from same field 660 33.97 544 27.44 
Varieties 28 TIII.93 23 88.52 
Districts | 8 4465.16 | 8 | 159.47 
Counties 97 | 703.52 2 127.36 
District variety groups | 81 | 692.69 79 82.82 
Varieties in district | 73 279.26 71 74.54 
Fields in same district 651 165.06 535 73.51 
Fields in var. in district | 578 150.65 | 464 73.42 











sources. In Table I the analysis of vari- 
ance is given for Kansas and North 
Dakota. This table shows the different 
sources of variability studied in each 
State. 

In every State there appeared to be 
real differences among district averages 
of yield per acre, test weight, and per 
cent of protein. The sample was sep- 
arated further by varieties within dis- 
tricts. In most cases there were also real 
differences between the mean yields of 
different varieties, though these were not 
generally as large as the differences be- 


within district for all three items were 
tested for homogeneity by using a chi- 
square test.” The chi-squares in all cases 
were beyond the § per cent level of sig- 
nificance. Therefore, the assumption 
made when the sampling started that the 
population was heterogeneous has, with 
high probability, been confirmed by the 
sample. It is of interest to look further 
into the efficiency of the design used, and 
to consider some of the implications 
arising from the heterogeneity. 


2M. S. Bartlett, Supplement to the Fournal of the 


tween district means. The variances Royal Statistical Society (1937). 
TaBLeE II. 1939 Pre-Harvest WHEAT SuRVEY—VARIANCE OF A NON-STRATIFIED SAMPLE 
Yield Bu. per Acre | Protein Per Cent Test Weight Lbs. per Bu. 
| — —_——_—___—— —_—- |— — — - 
y : : ‘ = ' 
State | Uncorrected | *Corrected | Uncorrected *Corrected | Uncorrected *Corrected 
| Mean Square | Mean Square | Mean Square | Mean Square | Mean Square | Mean Square 
> sf Ce, SS . 
Oklahoma 203.82 | 203.42 | 13.108 13.022 10.094 10.081 
Kansas 217.26 217.18 10.694 10.685 IT.05§ II.O51 
Nebraska | Mast.a7 ré%.27 9.029 9.014 | 11.625 11.602 
South Dakota 88.41 | 88.22 6.343 e.337 | 17.223 17.208 
4:96 | 74.75 9.652 9.649 25.722 25.710 


North Dakota 


I nd—Tt 
52 
Né 


sampled; »d=number of districts sampled. 


s@, where sf2=mean square between fields in sarne county; mc=number of counties 
b f ¢? 





(variance among counties within district) — (variance between fields in same county) 


2 


average number of fields per county 


(variance between districts within State) —(variance between counties within district) 


sSe@= 


average number of samples per district 
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Gain Due to Stratification of the States by 
Districts 


In order to find the gain due to strati- 
fication an unbiased estimate of the 
mean square between fields for a non- 
stratified sample is needed. An estimate 
is obtained from the mean square be- 
tween all fields sampled in the State, but 
this estimate is biased, because our 
samples were, in fact, stratified by dis- 
tricts. This mean square was corrected 
for bias by a method described by 

Cochran.’ The corrected and uncorrected 
mean squares are given in Table II. In 
our case it can be seen that the correction 
is very small and need not be given much 
consideration. 

From the above material, we can esti- 
mate the sampling errors of a stratified 
and an unstratified sample of the same 
size. It is then easy to calculate the per- 
centage gain due to stratification, which 
is listed in Table III. It can be seen from 
this table, if we assume there are no er- 
rors in weights used to combine district 
means into a State estimate, that for 
yield a marked gain would likely result 
in district stratification in all States ex- 
cept North Dakota, while in three of the 
States a loss occurs by stratification in 
estimating protein and test weight. In 
our case we cannot assume that there is 
no error in the estimated acreages and 
the estimated production which are used 
as weights. The gain due to stratification 
is, therefore, something less than that 
indicated in the preceding table. 

Cochran‘ gives the following formula 
for calculating the increase in variance 
of weighted means due to errors in the 


weights: 
(Fi —Fu)Vui 
(LW) 
*W. G. Cochran, Fournal of the American Statistical 


Association (September, 1939). 
*W. G. Cochran, op. cit. 





TaBLeE III. 1939 Pre-Harvest WuHeat Survey—PErR 
Cent Gain* Due To District STRATIFICATION 
AssuminG No Errors 1n WEIGHTS 


Yield | Protein \Test Weight 











State na 
(Per Cent) | (Per Cent) | (Per Cent) 

Oklahoma | 98.0 | a5.¢ | 10.9 
“ 

Kansas | 19.9 = 9.7 — 9.8 
Nebraska |} 20.5 : 2 27.7 
South Dakota | 28.4 ».6 —I1I.2 
North Dakota | — 0.2 |- 6.1 — 0.6 








* Per cent gain= 100(/Vz—Vz,)/Vz,,, where Vz=esti- 
mated variance of means for a non-stratified sample; 
Viw=variance of weighted mean. 


where X, is the weighted mean, X; is 
the strata mean, W; is the weight, and 
V..; is the variance of W,. 

To apply this formula, we must know 
the sampling error of our estimate of the 
total acreage of wheat in a district. The 
wheat acreage itself was estimated by 
the formula: 


(Total land in district) X 
(miles of __wheat driven) 


(total miles driven) 


Thus the sampling error of total wheat 
acreage is proportional to the sampling 
error of the ratio of miles of wheat driven 
to total miles driven. The sampling error 
of this ratio was estimated from the crop 
meter records. There are some objections 
to this procedure, since the route fol- 
lowed was not strictly a “‘random”’ one, 
but it appeared to be the most satis- 
factory method. The per cent gains due 
to stratification, assuming no error in 
weights and corrected for error in 
weights due to sampling variation, are 
shown in Table IV. 

It can be seen from the table that the 
errors in weights resulted in a marked 
reduction in the per cent of gain due to 
district stratification. Since the standard 
error of the mean is made up of two com- 
ponents, variance of the weighted mean, 
assuming no error in weights, and in- 
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Taste IV. 1939 Pre-Harvest Wueat Survey—Per Cent Gain Due To Srratirication, AssuminG No Error 
In WEIGHTS AND CoRRECTED FOR ERROR IN WEIGHTS DvE To SAMPLING VARIATION 


























Yield| | Protein | Test W eight 
State No Error in \ With Error* in| No Error in \# ith Evvor* in| No pane in lw ith saa in 
Weights Weights Weights Weights Weights | Weights 
(Per Cent) (Per Cent) | (Per Cent) (Per Cent) (Per Cent) | (Per Cent) 
Oklahoma 75.0 25.2 | 24 8 — 9.0 10.7 | 3.8 
Kansas 19.9 1.3 eet i J — 35-9 | — 9.8 —24.5 
Nebraska 20.5 15.0 | 0.2 — 6.6 27.7 —27 8 
South Dakota 28.4 9.4 — 6.6 —12.2 —I1.2 — 30.7 
North Dakota — 0.2 — 0.9 — 6.1 —12.9 im ee -— 6.0 











¢ , . z aes V. wi 
Increase in variance=—— 2 
(Lwi 


and V,; is the variance of w;. Per cent gain= 








Viw 


100(V,—V we) 


where #» is the weighted mean; #; is the strata mean; ; is the weight; 


, where V,, is the variance of a random sample and V2, 


is the variance of the weighted mean, assuming errors in weights. 


crease in variance due to error in weights, 
these two sources of variation need to be 
studied to determine which can be re- 
duced most effectively at the least cost. 
That is, we need to decide whether we 
should increase or decrease the miles 
driven or change the rate of sampling. 
We hope to be able eventually to make 
this decision but so far have not at- 
tempted to do so. 


Efficiency of Distribution 


In a stratified sample the most efh- 
cient distribution is that in which the 


TasLe V. 1939 Pre-Harvest WHEAT SurvEY—PER 
Cent Gain* Due To STRATIFICATION, ASSUMING THE 
SAMPLE DisTRIBUTED AMONG STRATA IN OPTIMUM 











PROPORTIONS 

: ‘y “ied P| Prada | 4 Test Weight 

State (Per Ce nt) | (Per Cent) | (Per Cent) 
Oklahoma 82.3 44.0 16.3 
Kansas 40.7 29.1 19.4 
Nebraska 22.2 5.6 | 36.3 
South Dakota 49.8 | 14.6 | 10.3 
North Dakota 6.4 | 4-3 | 13.5 








. V Came. 
* Per cent gain= soot! V Vo) 
0 


ance of a random sample, and V9 is the variance within 
district of a sample distributed in optimum proportions. 


» where V, is the vari- 


number of samples taken per stratum is 
proportional to the product of the weight 
for the stratum and the standard devia- 
tion. As the Pre-Harvest Survey sample 
was not distributed according to the 
optimum criteria, we shall now investi- 
gate the degree to which our distribution 
approximates the optimum. Assuming 
optimum distribution of the sample the 
variance Vy of the estimated mean yield 
is calculated by the following formula: 


a I _Qiwisi)? 
oe , 

N (Xwi)? 
where N is the number of samples in the 
State; wi is the weight per stratum; and 
oi is the standard deviation per stratum. 


In applying this formula, the values of 


wi and oi found in the sample were as- 
sumed to be the true population values. 
The optimum mean squares were cal- 
culated and compared with the mean 
squares of a random sample to show the 
gains due to stratification if the sample 
were distributed in the optimum man- 
ner. Table V shows these gains, which 
provide an upper limit to the gains at- 
tainable by stratification. 

It will be noted in the table that all the 
gains from stratification are positive 
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when the sample is distributed among 
the strata in optimum proportions. 
The actual distribution differed from 
the optimum in several ways. First, we 
were endeavoring to distribute the 
sampling according to acreage. Second, 
we did not succeed in distributing 
strictly according to acreage because of 


the sample, compared with the efficiency 
of distribution that would have resulted 
from a sample distributed strictly ac- 
cording to acreage. 

This table shows that the efficiency of 
distribution of the actual sample was 
only 2 or 3 per cent below the efficiency 
of a sample distributed strictly according 


Tas_e VI. 1939 Pre-Harvest WHEAT SuRVEY—PROBABLE Per Cent Erriciency oF DistriBuTION OF SAMPLE 


CoMPARED WITH A DISTRIBUTION STRICTLY ON THE Basis OF ACREAGE 






































Yield Protein | Test Weight 
Distribution | Distribution Distribution 
State Pe See a : (ie 
Acreage* Actualt Acreaget | Actual Acreaget Actual 
Per Cent Per Cent Per Cent Per Cent | Per Cent Per Cent 
Oklahoma 94 96 81 93 | 85 95 
Kansas 95 85 79 70 84 76 
Nebraska 93 99 98 95 | go 94 
South Dakota 96 86 88 82 89 80 
North Dakota 98 94 98 90 97 | 88 
Ave. 95 92 89 86 89 | 87 
(Lwici)? 


* Per cent efficiency = ——_—_—_ 
Lwi(lwias*) 


——— » where wi is the stratum weight; ai is the stratum standard deviation. 


t Per cent efficiency = Vo/V'a, where Vo= Variance of weighted mean of sample distributed in optimum propor- 


tions; V»= Variance of weighted mean of Survey sample. 


} Per cent efficiency = Vo/Vize, where Vo= Variance of weighted mean of sample distributed in optimum propor- 
tions; Vga= Variance of weighted mean of sample distributed strictly according to acreage. 


irregular ripening of the grain. It was 
necessary to rush through some areas to 
keep ahead of harvesting combines, while 
in less rapidly maturing areas the field 
men had sufficient time to take larger 
samples before moving on. It is impor- 
tant to consider whether much accuracy 
was lost through the failure to distribute 
strictly according to acreage, because 
steps could be taken in future years to 
distribute the sample more strictly ac- 
cording to acreage if this materially in- 
creased the accuracy. The sampling vari- 
ance of the estimated means, if dis- 
tributed strictly according to acreage, 
can be calculated from the data. Table 
VI shows the efficiency of distribution of 


to acreage. Additional calculations have 
indicated that if it had been possible to 
distribute the protein and test weight 
sample according to production, the 
efficiency of distribution for these factors 
would have averaged just as high as that 
of the yield sample distributed according 
to acreage, i.e., about 95. per cent efhi- 
ciency. This comparison is academic, 
however, in that the production of each 
stratum is not known at harvest time, 
while an indication of acreage can be ob- 
tained by the crop meter. We shall con- 
clude, therefore, that the failure to dis- 
tribute the sample strictly according to 
acreage did not reduce the efficiency of 
distribution more than two or three per 
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Taste VII. 1939 Pre-Harvest Wueat SurvEY— 
ComPARISON OF MEAN SQuarREs FIELDs IN SAME Dis- 
TRICT VS. FIELDS IN VARIETY IN DISTRICT 


Mean Square 





























Source of Variability Yield ; Test 
Protein | Weight 
Bu. per Per Cent | Lbs. per 
Acre | B 
u. 
Oklahoma | 
Fields in same district | 127.39 | 9.018 | 9.732 
Fields in var. in dist. | 124.81 9.297 | 10.356 
Kansas 
Fields in same district 165.06 7.728 | 9.312 
Fields in var. in dist. | 150.65 | 7.358 | 9.042 
Nebraska 
Fields in same district | 149.37 8.750 | 8.795 
Fields in var. in dist. | 130.97 | 8.862 8.946 
South Dakota 
Fields in same district | 58.77 5.636 | 15.626 
Fields in var. in dist. | 57.79 5.174 | 13.694 
North Dakota 
Fields in same district | 73.51 | 9.034 | 23.469 
Fields in var. in dist. 73-42 | 8.250 | 19.069 





cent from the efficiency that would have 
resulted if the sample were distributed 
strictly according to acreage. Also, the 
efficiency of distribution of the protein 
and quality samples is below that of the 
yield sample because of the failure to 
distribute the sample according to pro- 
duction, rather than acreage. Appar- 
ently, the inequalities in standard devia- 
tions from district to district caused 
little loss of accuracy. 
Double Stratification 

The variety in every field was identi- 
fied in the laboratory. If there were 
marked differences in yield among varie- 
ties, it would pay to stratify both by 
district and variety. Unfortunately, we 
have no information about the distribu- 
tion of varieties other than that obtained 
in the sample. To obtain better informa- 
tion the sampler could stop the car one 
or more times between the regular sam- 
pling and obtain a sample to identify the 
variety in the field. This sample could be 
readily obtained at a very low cost be- 


cause all that would be required would 
be to obtain a handful of wheat. We 
would not have to select this sample at 
random within fields, and it would not 
be necessary to walk far into the field. 
This double sampling would give a much 
larger sample to estimate the proportion 
of varieties within district. But, of 
course, the gain would then come only 
through the reduction in the standard 
error of the weights for estimating 
acreage for the varieties. There would 
have to be a large difference in variety 
means before we could expect a large 
gain from the double sample. 

We may obtain some idea of the prob- 
able gain in accuracy from double strati- 
fication by comparing the mean square 
between all fields in each district with 
the mean square within varieties. Table 
VII shows these mean squares by States. 
It can be seen from the table that the 
mean squares within variety in district 
are only slightly smaller than the mean 
squares of fields in same districts. It 
appears that double stratification would 
not have been advantageous in 1939. 


Sampling Variation within Fields 

When the sample was taken it was 
assumed that the variance among fields 
was larger than the variance within 
fields. These variances, as indicated by 
the sample, have been set forth in Table 
VIII for yield and protein. In all States 
the variance among fields is larger than 
the variance within fields. It will be of 
interest to observe these variances from 
year to year, for if a year-to-year con- 
sistency is found to exist in the amount 
and relationship of these two sources of 
variation, it will aid in planning future 
surveys. 

A change in the number of samples per 
field affects only that part of the total 
sampling variation traceable to the vari- 
ance within fields. If the number of 
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TasB_e VIII. Pre-Harvest WHEAT SuRVEY 1938-39—ANALYSIS OF VARIANCE 


| 
| 





Vield* Protein? 
Source of Variability — — -— — — 
d Mean Square af | Mean Square 
Oklahoma 
1939—Fields within district 231 127.39 228 9.018 
Samples within field 235 28.18 225 1.933 
Kansas 
1939—Fields within district 651 165.06 651 7.728 
Samples within field 660 $3.97 609 1.435 


Nebraska 
1939—Fields within district 133 149.37 133 8.750 
Samples within field | 137 
South Dakota 





































































































1939—Fields within district 170 58.77 17 5.636 
Samples within field 176 25.60 168 1.833 
North Dakota 
1938—Fields within district 217 90.28 
Samples within field | 222 19.01 
1939—Fields within district 535 73.51 $35 9.034 
Samples within field 544 27.44 519 2.144 
* Bushels per acre. 
t Per cent. 
Number of Fields %* Number of Fields % * 
150 T 150 T 
Oklahoma Kansas 
1257939 '25°—7939 
100 100 
eee Oe ee—_ 
75 75 
50 2 3 s 5 6 50 2 3 4 5 6 
Number of Samples per Field Number of Somples per Field 
Number of Fields % * Number of Fields % * 
150 T T T 150 T T T 
1939 South Dakota North Dakota 
1939 
125 125 
1938 IN 
100 100 
a © tes 
75] Vw —— 75 
| 2 3 a 5 6 i 2 3 a 5 € 
Number of Samples per Field Number of Samples per Field 


* Two Samples per Field Equals 100% 
PRE-HARVEST WHEAT SURVEY—YIELD 


Relationship between number of samples per field and number of fields (%) required to obtain equal accuracy 
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samples per field were increased, a larger 
total number of samples would be re- 
quired to obtain the same degree of ac- 
curacy than would be the case if the 
number of samples were increased by ex- 
panding the sample to additional fields. 
The reason for this is that the variance 
within fields is smaller than the variance 
among fields. 

The foregoing graph has been made to 
illustrate by States how many fields are 
required in each State to maintain the 
same degree of accuracy if the number of 
samples per field is changed. The varia- 
tion within fields changes inversely to 
the number of samples per field. In our 
case the formula for calculating sampling 
error is: 

ee ee 
n/2 
where /’, is the mean square among fields 
in districts; /,. is the mean square within 
fields; and 7 is the number of samples 
per field. The per cent of change in the 
number of fields required is proportional 
to the per cent of change in the sampling 
variance. 

To illustrate the situation in Kansas 
in 1939, a reduction of the number of 
samples per field from 2 to 1 would re- 
quire the sampling of 21 per cent more 
fields in order to maintain the same de- 
gree of accuracy, but in this case the 
total number of samples required would 
be reduced 40 per cent. If the number of 
samples per field were doubled from 2 to 
4in Kansas the number of fields required 
would be reduced Io per cent, but the 
total number of samples would be in- 
creased 79 per cent. It appears, then, 
from the statistical viewpoint, that re- 
ducing the number of samples per field 
to one would result in greater efficiency. 
However, it takes one man to operate the 
car and one to operate the crop meter. 


Taste IX. 1939 Pre-Harvest Wueat Survey- 
NuMBER OF SAmpLes NEEDED TO EsTIMATE Strate 
Yre_p, Prorerin, AnD Test Weicut WirHIn 1 Bv., 
1/4%, OR 1/4 LB., RESPECTIVELY AT FIDUCIAL Prosa- 
BILITY OF 95% 








Precision 
No. Samples Calculated 
Needed for |No. Samples\| from No. 




















State Given Pre- | Actually | of Samples 
cision 95% Taken Actually 

Probability Taken, 95% 

Probability 

Yield 
+1 bu. | +bu. 
Kansas 857 1320 806 
Oklahoma 650 470 2.295 
Nebraska 533 274 1.396 
South Dakota 323 332 .986 
North Dakota 302 1088 527 
Protein 
+ .25% £% 
Kansas 866 1269 206 
Oklahoma 734 457 316 
Nebraska 583 269 .369 
South Dakota 445 324 293 
North Dakota 675 | 1063 .199 
Test Weicht 

+.25 lb. | + Ib. 
Kansas 825 | 1285 . 200 
Oklahoma $97 458 . 286 
Nebraska 789 272 425 
South Dakota 1384 32 515 
North Dakota| 1710 | 1026 322 








(—m)*=4V/n, where <—m= fiducial precision, dif- 


ference between the sample mean and _ population 


mean, 95% prob.; Y=mean square among fields within 


districts corrected for error in weights; »=number of 
samples. 


Since each can take a sample at the same 
time, and since two samples are required 
to obtain an estimate of the within field 
variance, it seems that two samples per 
field is the minimum that should be 
taken, at least in the initial stages of the 
sampling program. 

How is it possible to estimate yield in 
the State of Kansas, which has, roughly, 
9,000,000 acres of wheat from a sample 
composed of sampling units of 1/5000 of 
an acre? Some might think that it 1s 
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necessary to use a whole field as a sam- 
pling unit, but it can be seen from the 
graph that even though the number of 
samples per field were increased ma- 
terially it would not reduce, to any ap- 
preciable extent, the number of fields 
required to maintain equal precision. 
Precision 

The numbers of samples needed to esti- 
mate the State yield, protein, and test 
weight within 1 bu., } per cent, and 
i lbs., respectively, at a fiducial proba- 
bility of 95 have been computed and are 
shown in Table LX. The formula used in 
calculating the number of samples 
needed for given precision is the same as 
that used in computing the theoretical 
precision of the sample, except that 
(t-—m)? is given and the solution is for 
n rather than » being given and the 


Stondord Error 
. Busheis 


formula solved for (#—m). It will be 
noticed that the number of samples re- 
quired is different for the three charac- 
ters, yield, protein, and test weight. 
Thus, in planning any sampling investi- 
gation which covers a number of charac- 
ters, some compromise must be reached 
beforehand on the number of samples to 
be taken. The figure chosen will depend 
on the relative importance that is at- 
tached to an accurate estimate of each 
character. 

The adequacy of the sample in terms 
of size and precision is shown graphically 
in the following chart. 

Thedata used forcomputing thecurves 
drawn on the chart were obtained by 
calculating the number of samples needed 
to obtain estimates of given precision, 
through the use of the formula given 
above for computing column 2 in the 
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table. The purpose of this chart is to 
indicate graphically the relative effec- 
tiveness of taking larger samples to esti- 
mate yield than were taken in the 1939 
Survey in each State. It will be noted 
that in Kansas and North Dakota, the 
number of samples actually taken was 
sufficiently large to place the precision of 
these States at the lower end of the pre- 
cision curves, where the slope is ap- 
proaching the horizontal. This indicates 
that the collection of additional samples 
would be relatively ineffective in increas- 
ing the precision of the estimate of 
yield in Kansas and North Dakota in 
1939. The Oklahoma and South Dakota 
samples are located farther to the left 
on their precision curves, which means 
that in these States an increase in the 
number of samples would have been 
more effective in increasing the precision 
of the estimate than in Kansas and North 
Dakota. If sampling errors are found to 
be rather consistent from year to year, 
these charts should be useful in designing 
future surveys conducted to obtain esti- 
mates of given precision. 

The district estimates of yield and 
acreage have been compared graphically 
with the 1939 December estimates of the 
Agricultural Marketing Service. The 
charts of this relationship indicate that 
the Pre-Harvest Wheat Survey esti- 
mates are biased upwards, as compared 
with the A.M.S. indications. It will be of 
interest in the future surveys to observe 
the consistency of bias from year to 
year, as well as among States. Thean- 
nual and geographic variation in bias 
will determine the extent to which a 
constant correction for bias is applicable. 


Summary and Conclusions 
We have attempted to illustrate the 


application of the principles of repre- 
sentative sampling to an agricultural 
problem and to emphasize some of the 
practical difficulties in applying statis- 
tical theory. 

The analysis of the 1939 Pre-Harvest 
Wheat Survey data has shown that ac- 
curacy may be increased by district 
stratification in each State and for each 
variable sampled, provided that the 
sample is distributed in an optimum 
manner, i.e., according to the product of 
the standard deviation and the weight 
per stratum. However, through our ig- 
norance of the weight and standard de- 
viation per stratum and through the 
necessity of keeping pace with the har- 
vest, practical difficulties arose and pre- 
vented an optimum distribution. The 
effect of each of these factors on the gain 
due to stratification has been studied in 
detail, to discover what changes in 
sampling procedure are likely to increase 
the accuracy. 

Double stratification by variety and 
district would not have contributed 
much gain in information to the 1939 
Survey, but the 1938sample analysis sug- 
gests that in some years, double stratifi- 
cation might besufficiently advantageous 
to warrant weighting by both criteria. 

The effect of sample size on the ac- 
curacy of the estimate of mean yield per 
acre has been studied. The number of 
samples taken in the 1939 study was 
sufficiently large that an appreciable in- 
crease in the precision of State estimates 
would have required an impracticable in- 
crease in this number. This may not be 
true for areas smaller than the State. 
Any additional effort could more profit- 
ably be spent in improving the distribu- 
tion of the sample and in studying the 
causes of bias. 
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Marketing Research in Progress 
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A. REsEARCH IN UNIVERSITIES 
The University of Akron 

A battery study by Dr. W. W. Leigh ap- 
peared in the February issue of Tire Review. 
The first part of the article deals with a con- 
sumer study made by a small class in market 
research at Cleveland College. About 500 
interviews were made, but for one cause or 
another only 396 were tabulated. The second 
part of the article deals with questionnaires 
that were sent to tire dealers who handle 
batteries. Four hundred fifty questionnaires 
were mailed at random to a list of dealers 
whose names appear in the files of the Review. 
About 120 returns were forthcoming. They 
show some rather interesting things regarding 
the sales of this group of dealers. 

In neither case is it pretended that the 
cross-section of the market is adequate; but it 
does show some interesting things regarding 
battery purchasing and sales. Copies of the 
article may be obtained by writing Tire 
Review, 31 North Summit Street, Akron, 
Ohio. 

University of Illinois 

The following research projects are in 
progress: 

P. D. Converse, “Occupation as a Credit 
Factor.” 

F. M. Jones, “A New Interpretation of 
Marketing Functions” (to be published in 
THE JOURNAL OF MARKETING). 

F. A. Russell and F. H. Beach, A revised 
edition of Textbook of Salesmanship (to be 
published in the spring). 

Master’s thesis topics on “Teaching of 
Marketing,” by E. E. Bair, and “Educa- 
tional Activities of Consumer Cooperatives 
in the United States,’ by Grace G. Thomp- 
son, have been approved, and the studies are 
in preparation. 


University of Kentucky 


The Bureau of Business Research has be- 
gun publication of Kentucky Business, a re- 
view of general economic and business condi- 
tions, consisting almost wholly of charts and 
tables summarizing statistical data ac- 
cumulated by the Bureau. The monthly 
differs from most others of similar character 
in that it undertakes, by commonly used 
statistical techniques, to compute a composite 
index which will conform with the general ups 
and downs of income accruals. In conse- 
quence, no adjustment is made in the index 
for seasonals or for differences in the lengths 
of months; and the material consequently 
cannot be directly compared with that pub- 
lished by most other agencies preparing such 
reviews. The Bureau contemplates shortly a 
comprehensive analysis of its methodology. 


University of Minnesota 


The Division of Agricultural Economics, 
in cooperation with the U. S. Bureau of 
Agricultural Economics, has been assembling 
data on the movement of feeder and breeding 
cattle and sheep into Minnesota for the 
period 1936 to 1939. The data include state 
of origin and county of destination of direct 
shipments, and the particular market and 
county of destination of all shipments from 
public markets into Minnesota. This study 
is being made under the direction of A. A. 
Dowell and Gerald Engelman, of the Divi- 
sion of Agricultural Economics, and Knute 
Bjorka, of the Bureau of Agricultural Eco- 
nomics. Results will be published during the 
latter part of the year by the Minnesota Agri- 
cultural Experiment Station. 

Messrs. Dowell and Engelman have com- 
pleted a study of community livestock auc- 
tions in Minnesota. This study included a 
survey of the growth of the auction move- 
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ment, the seasonality of receipts of the vari- 
ous species of livestock, the source of receipts 
and destination of animals sold, and the 
services rendered livestock producers by 
auction markets. Results will be presented 
in a bulletin to be published by the Min- 
nesota Agricultural Experiment Station dur- 
ing the summer. 

A study of the spreads between farm and 
retail prices for major Minnesota farm prod- 
ucts is being conducted by Walter B. Garver. 
The study covers a period of years which 
varies for different commodities according to 
the information available. The size of these 
apreads at given times and their relative 
change during periods of changing price 
levels are both covered by the study. Com- 
modities include butter, milk, wheat and 
bread, pork and beef, eggs, chickens and 
potatoes. A bulletin giving summaries of 
findings is in process of publication by the 
Minnesota Agricultural Experiment Station. 

A study entitled, ““The Organization and 
Operation of Minnesota Cooperative Oil 
Associations” prepared under the direction 
of E. Fred Koller, is ready for bulletin pub- 
lication. The study includes a detailed analy- 
sis of the financing, operating methods, and 
efficiency of local cooperative oil associations 
in the state. A section of the study is devoted 
to a review of the operations of the four 
cooperative wholesale organizations which 
serve the local oil associations in Minnesota. 


University of Pennsylvania 


Howard T. Hovde is making a study of 
newspaper representation. The book or 
monograph will be entitled, ““The Newspaper 
Representative—His Purpose and Place in 
National Advertising.” Volney B. Palmer 
is the first accredited special agent who 
started business in Philadelphia in 1841. 
Thus Dr. Hovde’s study encompasses an 
historical sketch of a century of development, 
as well as an economic appraisal of current 
business practice. 

The following pieces of research work are 
doctoral dissertations being done by candi- 
dates in marketing: 

C. W. Lewis, ““Measures of The Efficiency 


of Drug Retailing from the Point of View of 
Consumers.” 

E. H. Lewis, ““The Philadelphia Wholesale 
Market: A Study in Trading Area Delimita- 
tion.” 

R. M. Clewett, “Study of the Philadelphia 
Paper Box Industry.” 

Richard M. Seitz has started an historical 
study of the advertising of proprietary 
medicines in Pennsylvania. 


University of Texas 

The Bureau of Business Research, under 
the direct supervision of F. A. Buechel, has 
several studies now under way which may be 
grouped as follows: 

(1) Income studies covering the period 
from 1929 to 1940, inclusive, for the principal 
natural regions of Texas and for counties. 

(2) Consumer studies, the purpose of 
which is to give a clear picture of living con- 
ditions in typical areas throughout Texas. 

(3) The economics of the dairy and live- 
stock industries. The economic significance 
of these two industries in Texas has in recent 
years become greatly intensified because of 
the permanent loss of markets for cotton. 

The Bureau of Research is also engaged 
in bringing its studies of livestock shipments 
in Texas (Part I, Cattle and Calves 1933- 
1939; Part II, Hogs and Sheep 1925-1939) 
up to date. 

W. A. Nielander is currently making a 
study of cereal preferences in Austin based 
on the technique of Theodore Malcolm which 
was described in THE JOURNAL OF MARKETING 
for July, 1940. 

John H. Frederick is currently engaged in 
a market survey of various communities in 
the Southwest preparatory to the develop- 
ment of a system of feeder airlines in that 
area. 

The following M.B.A. theses by students 
in the School of Business Administration 
have recently been completed: 

George Slaughter, “Public Attitude To- 
ward Food Markets in Austin.” 

Gus Elley, ““The Baby Chick Industry in 


Texas.” 


Wade J. Hartrick, “Economic Analysis of 


the Clovis, New Mexico Trade Area.” 
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Eula Annette Nagle, “Some Economic 
Aspects of Food Locker Storage.” 

The following M.B.A. theses will be com- 
pleted by May 1, 1941: 

Arthur Dee Lewis, “‘Economics of Air 
Freight.” 

T. W. Nichols, “Trucking of Livestock in 
the San Antonio Area.” 


B. RESEARCH IN GOVERNMENT BUREAUS 


Bureau of Agricultural Economics 

Seeking possible ways by which the costs 
of poultry and egg distribution may be re- 
duced, the Division of Marketing and Trans- 
portation Research of the Bureau of Agri- 
cultural Economics, with the assistance of 
the Surplus Marketing Administration and 
the Agricultural Marketing Service, is mak- 
ing a nation-wide survey of the leading 
poultry and egg markets. 

The survey is being made in 29 cities, 
although one or two of those listed at present 
may be dropped and others added. The cities 
were selected for their importance in price 
determination. According to Bureau, poultry 
prices in the country are based on prices in 
these cities: Boston, New York, Philadelphia, 
Washington, Memphis, Charlotte, N. C., 
Jacksonville, New Orleans, Atlanta, Birming- 
ham, Pittsburgh, Buffalo, Cleveland, De- 
troit, Cincinnati, Louisville, Indianapolis, 
Chicago, Minneapolis, St. Paul, Kansas City, 
St. Louis, Dallas, Denver, Seattle, Portland, 
San Francisco, and Los Angeles. Surveys in 
Washington, D. C., and in Baltimore, Md., 
were scheduled to be finished in February. 

The Bureau of Agricultural Economics has 
made a somewhat similar study in regard to 
fruits and vegetables. This study led to the 
conclusion that much of the cost of fruit and 
vegetable distribution is in the city markets, 
and that the poultry markets were in many 
cases directly linked with the vegetable 
markets. 

The first step in the poultry survey calls 
for the preparation of a trade map of the 
particular city being studied, showing its 
principal features and the location of markets 
and trading centers. This map will include 
railroad terminals and lines, piers, highways 


used by trucks, and wholesale market dis- 
tricts. 

The facilities of the individual markets 
also are to be listed. Data acquired will in- 
clude such information as when the market 
was established, what important alterations 
have been made in it, ownership and control, 
rents, physical appearance, and a description 
of the handling and movement of products 
through the market from the standpoint of 
efficiency. 

Market operations are another source of 
data. Such data will include classification of 
dealers and services; service agencies in the 
market; market practices; grades and inspec- 
tions; health laws, ordinances, rules and regu- 
lations affecting the marketing of commodi- 
ties; market statistics in use or available for 
use, including volume of receipts by rail, 
truck, or boat; daily reports of market re- 
ceipts by products; and selling hours, winter 
and summer. 

Various specific market problems also are 
being studied, including possible uneconomic 
practices and needed changes in facilities. 
The local dealer associations are being listed, 
along with contemplated or proposed new 
facilities in established or new locations. 


Bureau of the Census 


Census of Agriculture. One of the earliest 
harvesting seasons on record is at hand in the 
Census of Agriculture, and a bumper crop of 
statistics is in prospect. First series bulletins 
have been published for several states, show- 
ing uses of land, principal crops and classes of 
livestock, with statistics by counties. State 
and county data are presented for number of 
farms; farm acreage and value of land and 
buildings, by color and tenure of operator, 
and by size of farms; cropland harvested, by 
tenure of operator and by size of farm; and 
value of buildings and implements and 
machinery by tenure of operator. By April 1, 
first series figures for all States were to have 
been sent to the printer. 

A preliminary United States summary was 
released on February 1, giving number of 
farms, land in farms classified according to 
use, and values of farm land, buildings, and 
implements. In addition, 24 State summaries 
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had been published by February 15, showing 
these data together with number of specified 
livestock in 1940 and production of certain 
major crops in 1939. The balance of the State 
summaries are expected to be completed by 
April, as are the United States summaries for 
livestock and crops. 

Business and Manufactures. A change in 
publication plans has enabled the Census of 
Business to issue preliminary reports on 
wholesale trade in 1939 by kinds of business 
for service and limited-function wholesalers. 
For each kind of business, these reports show 
United States totals for 1939, 1935, and 
1929, and State totals for 1939 for number 
of establishments, sales, operating expenses, 
active proprietors, number of employees, 
total payroll, and stocks on hand at end of 
year. Comparable with Wholesale Distribu- 
tion: 1935, Volume IV, the 1939 expenses and 
stocks data are shown for more detailed 
classifications of kinds of business. 

The report on chains and other types of 
operation in retail trade is expected to be 
published in April. This will show stores, 
sales, personnel, payroll, and operating ex- 
penses by kinds of business and by State 
and specified cities for independents, chains 
and all other types of operation. 

The first series of reports on retail trade 
are now complete, and those on wholesale 
trade and service industries were scheduled 
for completion in March. 

Preliminary summaries of general statistics 
from the Biennial Census of Manufactures 
have been released for all industries, industry 
groups, seventy-five selected national defense 
industries, States and geographic regions, 
States ranked by value of products, and in- 
dustries employing 10,000 or more wage 
earners, showing relative rank by number of 
employees, by cost of materials, by value of 
products and by value added by manufac- 
ture. The first report of statistics from the 
new inquiry on expenditure for plant and 
equipment was published on January 31 for 
three metal-working machinery industries. 

Population and Housing. The first report 
of tabulations of block data from the Census 
of Housing for cities of 50,000 inhabitants 
or more (in 1930) will become available late 


in the spring. Major characteristics of all 
dwelling units will be shown, such as monthly 
rentals, state of repair, plumbing equipment, 
persons per room, color of occupants, mort- 
gage status, and year built. Plans are being 
completed to provide block maps, cross- 
hatched to show graphically various of these 
housing characteristics, in addition to the 
block identification maps. Such block data 
and maps will be invaluable in indicating 
economic levels of the population by the 
smallest areas for which statistics can be 
tabulated. 

On February 13, a report showing the dis- 
tribution of population and dwelling units 
in the Wilmington, Delaware, Metropolitan 
District was issued. This was the first of a 
series to be completed by about April 1, 
which will show population and housing data 
for central cities of 50,000 or more and the 
adjacent thickly settled areas. Ordinarily, the 
area outside the central city, but included in 
the metropolitan district, has a population 
density of I50 or more per square mile. 
Naturally, a metropolitan district so defined 
does not coincide exactly with the marketing 
range of any particular product, but it does 
represent with reasonable accuracy the retail 
marketing range of many products whose 
source of distribution is the central city. 
Each metropolitan district has been defined 
by the Bureau of the Census, in collaboration 
with local officials and representatives of the 
Chambers of Commerce, to take account of 
distinctive local conditions. 

A second set of reports now being issued, 
giving population and housing data by tracts 
for tract cities, should also prove of interest 
to market analysts. Census tracts are areas 
laid out in certain cities with a view to uni- 
formity in size and type of population and 
area, usually having a population of 3,000 to 
6,000. Maps showing the boundaries of the 
tracts will accompany each such release. 

Publication of a third set of census data 
began on January 30 with the issue entitled 
“Composition of the Population by Age, Sex, 
and Color, United States: 1940.” Similar 


figures for the States and larger cities have 
been or are now being issued. This is the 
earliest date in census history by which 
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figures giving the basic population character- 
istics have become available. These figures 
are based on a § per cent sample of the 
population, and their availability at this time 
is the result of this innovation in census pro- 
cedure. The changing age composition of the 
population is readily apparent from these 
figures, and the results of an analysis of these 
figures are contained in a series of releases, 
the first of which was issued January 31 and 
entitled ““The New Reproduction Rate—The 
Measure of Future Population Growth in the 
United States: 1940.” The changing age 
composition and the decline in the rate of 
growth of the population are of interest to 
those who are anticipating future markets. 

Final population figures have already been 
issued for all States, Counties, and incorpo- 
rated places, and for the minor civil divisions 
of the counties of many of the States. Revised 
housing figures have also been issued for all 
States, counties, and urban places. For the 
convenience of those interested in figures for 
cities, a report giving the final population 
figures for all cities of 5,000 or more, and a 
report giving the revised housing figures for 
all cities of 10,000 or more, are now available. 
Bureau of Foreign and Domestic Commerce 

National Income Division. The Division is 
supervising a project established to tabulate 
a sample of estate tax returns filed in 18 
states. The study will provide data indicative 
of the size and composition of decedents’ 
estates in the late 20’s and 30’s. Results will 
not be available for some time. 

The Temporary National Economic Com- 
mittee has released, as Monograph Number 
1§, Financial Characteristics of American 
Manufacturing Corporations, a study pre- 
pared in the Division which incorporates 
special data on source and disposal of funds 
for a sample of small corporations. 

In cooperation with the Defense Housing 
Administrator and the Federal Housing Ad- 
ministration, the Division is undertaking a 
survey of residential vacancies in many of 
the cities of the nation. 


Bureau of Home Economics 


The second regional report on the income 
of farm families included in the Consumer 


Purchases Study is now available. The report 
is issued by the Bureau of Home Economics 
and concerns families in the Middle Atlantic, 
North Central, and New England regions. 
It gives such pertinent facts as how much 
of the income of these families is in money 
and how much in nonmoney. It indicates the 
amount of net income from operating the 
farm and the amount coming in from other 
sources. The earlier report covered similar 
material for families in the Pacific, Plains, 
and Mountain regions. (U. S. Department 
of Agriculture Miscellaneous Publication No. 
383, Superintendent of Documents, 25¢.) 

“Family Income and Expenditure, Five 
Regions, Part 2 of Family Expenditures’’ is 
the newest addition to the reports on the 
large scale Consumer Purchases Study. It is 
issued by the Bureau of Home Economics. 
The report is a comprehensive summary of 
facts concerning living expenditures of fami- 
lies in 20 small cities and 140 villages. It is 
the first report on any extensive govern- 
mental study on spending patterns of families 
living in small communities. Consumption 
data for all communities surveyed by the 
Bureau for the study are presented in the one 
volume to facilitate regional comparisons. 
(U. S. Department of Agriculture Miscel- 
laneous Publication No. 396, Superintendent 
of Documents, 40¢.) 

“How Professional Women Spend Their 
Money, 1939” analyzes living expenditures of 
83 financially independent women of four 
salary classifications: Those making less than 
$2000, from $2000 to $2499, $2500 to $2999, 
and $3000 or more. The study also includes 
a detailed breakdown of the clothing expendi- 
tures of 209 women in 33 states, giving ward- 
robe costs on seven levels of spending, vary- 
ing from a group spending less than $100 for 
clothes during the year to a group spending 
$350 or more. (Division of Family Eco- 
nomics, Bureau of Home Economics, De- 
partment of Agriculture, Free.) 

“Are We Well Fed?” is a bulletin by Dr. 
Hazel K. Stiebeling and others of the Bureau. 
It gives much background information about 
the diets of the American people for those in- 
terested in making this nation better fed 
from the standpoint of better balanced and 
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more abundant meals. The bulletin points 
out the percentage of the people now esti- 
mated to have good, fair, or poor diets, and 
correlates the quality of diet with some of the 
points often thought to control the dietary 
habits, such as income and occupation. (Mis- 
cellaneous Publication No. 430, U.S. Depart- 
ment of Agriculture, Superintendent of 
Documents, 15¢.) 

“Slip Covers for Furniture’ is the latest 
of the Bureau of Home Economics bulletins 
printed with the double purpose of increasing 
cotton sales and helping the homemaker in 
her problems of household management. 
“Buying Cotton Shirts’; “Hosiery for 
Women, a Buying Guide’; “Buying Sheets, 
Blankets and Bath Towels”; “Judging Fabric 
Quality”; “Buying Women’s Dresses and 
Slips” are other bulletins of the Bureau of 
Home Economics that deal at least partially 
with information on cotton and cotton 
fabrics. 

“Eat the Right Food to Help Keep You 
Fit,” a six-page leaflet issued in January by 
the Bureau of Home Economics may well 
have a direct bearing on food sales. The pri- 
mary purpose of the daily check-list for a 
well-balanced diet is to increase the country’s 
health through its individuals and thereby 
to make the nation’s defense stronger. This 
daily food guide is in wide demand from 
nutrition study groups and food clinics. 

Studies of the Bureau of Home Economics 
indicate that many people do not eat the 
right variety of foods and that many do not 
have sufficient food. The leaflet suggests the 
variety of foods necessary for a good diet and 
in the right quantity for good nutrition. A 
sample copy may be obtained free of charge 
from the Bureau of Home Economics, U. S. 
Department of Agriculture. Quantities may 
be bought at the rate of 35 cents per 100 
copies or $3.25 per 1000 from the Superin- 
tendent of Documents. 

A new and concise bulletin, “Closets and 
Storage Spaces,” issued by the Bureau of 
Home Economics, has special adaptability 
for builders and manufacturers of building 
materials during the present period of in- 
creased home building, house renovation, 
and housing projects. Exact and detailed in- 


formation is given about closets for every 
room in the house, from the kitchen to the 
bedroom. 

Homemakers are no longer satisfied with 
closets that are merely places to put things. 
They want closets built around an analysis 
made from the standpoints of need, work, 
and efficiency. Suggestions in the bulletin 
are based on such analyses. Dimensions and 
suggested arrangements of fittings may be 
adapted to the individual case and used 
whether the home is urban, suburban, or 
rural. (U. S. Department of Agriculture 
Farmers’ Bulletin No. 1865, free.) 

“Family Housing and Facilities” breaks 
down information gained through the Con- 
sumer Purchases Study to show quality of 
housing prevalent among families of stated 
economic levels, in small cities, villages, 
and on farms. The report is based on a study 
made of 22 small cities, 140 villages, and 64 
counties in 12 farm sections of the New 
England, Middle Atlantic, and North Cen- 
tral, Plains and Mountain, Pacific and South- 
east regions. White families only were in- 
cluded in the study, except in the southeast. 
Points such as the following are discussed: 
Size of houses and degree of overcrowding 
at different income levels; comparison of the 
homes of owners and renters with respect to 
provision of facilities such as central heat, 
running hot and cold water, bath, flush toilet, 
and gas or electricity for cooking; difference 
between homes of farm and urban families at 
comparable income levels; relationship of 
family occupation to quality of housing and 
to tenure. (U. S. Department of Agriculture 
Miscellaneous Publication No. 399, 25¢.) 


Bureau of Labor Statistics 


Employment and Occupational Outlook; 
Wages and Hours. A study of trends in em- 
ployment production, productivity, and 
other factors which affect aggregate employ- 
ment opportunities has recently been com- 
pleted. This study was made especially for 
the House Committee on Interstate Migra- 
tion of Destitute Citizens and will be in- 
cluded in the committee’s technical report. 

Research is now being conducted into 
long-time trends in the occupational outlook 
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of the air transportation industry. The eco- 
nomic factors affecting employment in this 
industry will be analyzed with special em- 
phasis on the problems arising from the large 
number of pilots and aircraft technicians 
being trained as part of the national defense 
program. 

Separate reports have been issued on the 
labor requirements of the aircraft and ship- 
building industries for the next 18 months. 
These studies include estimates of the labor 
demand represented by defense contracts for 
ships and airplanes and analyses of the 
particular skills which will be called for and 
the geographic areas in which demand will be 
felt. A survey of the demand for labor in the 
ordnance industries is now being made, and 
continued attention is being given to the 
aircraft and shipbuilding industries in order 
to keep abreast with expansion in the defense 
program. 

A study of employment outlook in the 
principal industrial regions of the country 
is under way. The major manufacturing in- 
dustries will be classified into seven categories 
according to whether their nationwide em- 
ployment increased rapidly, increased slowly, 
or declined between the cyclical peaks in 1929 
and 1937. Then the industrial make-up of 
each region will be analyzed to determine 
whether it is characterized by industries 
showing rapid growth, moderate growth, or 
decline. The growth experienced by the in- 
dustries in each area will be used to indicate 
the industrial vitality of that area. 

A new unit has been set up in the Bureau 
to make studies of changes in the labor sup- 
ply. This section will analyse the working 
population of the country with a view to dis- 
covering the number of available workers 
with specific educational backgrounds, tech- 
nical and manual skills, and other personal 
characteristics. Long time trends indicating 
the direction of changes in the characteristics 
of the labor force will be studied. At present 
the section is making a survey of data on the 
labor supply which is now available and is 
making estimates of the long time trend in the 
labor supply of major groups of industries. 

For the use of selective service boards, a 
manual has been prepared to show occupa- 


tions and skills of special significance in the 
national defense program, listed and graded 
according to the likelihood of shortages. 

Studies are being made of changes in the 
productivity of labor in a number of indus- 
tries, including the beet sugar industry, the 
baking industry, the flour and grain milling 
industry, the clay product industry, and the 
chemical industry. A series of pamphlets set- 
ting forth the results of this work will be 
issued. 

The Bureau is analysing construction work 
financed by the Federal government from 
defense appropriations in order to develop 
time patterns of employment and pay rolls 
resulting from the national defense program. 
As notifications are received from the various 
departments and agencies of construction 
contracts awarded or force-account construc- 
tion authorized, the Bureau projects the 
monthly estimates of employment, pay rolls, 
man hours, and value of materials necessary 
for the completion of the work. The time 
patterns for individual projects are then 
combined and summarized by industrial 
area and type of construction. In addition to 
the notifications of contracts awarded, the 
Bureau receives monthly reports from build- 
ing contractors and Federal agencies doing 
work on force-account of the actual amounts 
of labor and materials used on each of these 
projects. The estimates can thus be revised 
each month in view of actual performance. 

A field canvass of building contractors in 
80 cities is being made in order to study the 
relationship between contract prices and 
building permit valuations for various classes 
of construction in 1939. This canvass, which 
is part of the Building Permit Survey being 
conducted by the Bureau in cooperation with 
the Work Projects Administration, will pro- 
duce information on the contract price and 
selling price of one-family dwellings and the 
contract price only of industrial and com- 
mercial buildings and of alterations and re- 
pairs. A separate survey of residential 
building is being made with a view to deter- 
mining the dollar value and number of 
dwelling units constructed recently in urban 
and nonfarm areas by private builders and 
government agencies. 
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In February the Bureau issued a Bulletin 
(No. 684) on the salaries and hours of labor 
in municipal fire departments in New Eng- 
land cities. This study, which was made in 
cooperation with the Work Projects Ad- 
ministration, will be followed by similar 
analyses of employment in fire and police 
departments in other regions. 

The Bureau also published in February a 
survey of occupations, salaries and age of 
civilian employees of the Federal government 
at the end of 1938. This study, which was 
made in cooperation with the U. S. Civil 
Service Commission, covers nearly 809,000 
Federal workers throughout the country. 

Indexes of factory employment in the 93 
metropolitan areas whose populations ex- 
ceeded 100,000 in 1930 were made public 
by the Bureau in December. These indexes, 
which are given for the first nine months of 
1940 and for September in 1937, 1938, and 
1939, were computed from special tabula- 
tions of the Bureau’s regular sample of manu- 
facturing establishments. 

A study of the extent of the so-called 
“week-end blackout” has been prepared for 
the Office of Production Management and 
will be published in an early issue of the 
Monthly Labor Review. The data used in this 
report were gathered by means of a sample 
survey of days worked each week in indus- 
tries essential to national defense. 

An article on weekly hours of labor in 
manufacturing industries is being prepared 
for the Monthly Labor Review. This article 
will be based on special tabulations of the 
returns from the regular employment surveys 
conducted in October and November 1940. 

The first results of the adjustment of the 
Bureau’s indexes of pay rolls and employ- 
ment to the 1939 Census of Manufactures 
were published in mimeographed form in 
January. Indexes of total employment and 
pay rolls and of employment and pay rolls 
in the durable and nondurable goods groups 
have been adjusted to the preliminary census 
figures now available. According to present 
plans the indexes for separate industries will 
not be adjusted until the final census tabula- 
tions can be obtained. 

The Bureau has inaugurated a semi-annual 


survey of clerical workers in manufacturing 
establishments and of the sex composition 
of both the office and plant forces of indus- 
trial firms. This survey, which will be made 
in April and October, replaces the office 
worker survey formerly made in June and 
December and the separate surveys of im- 
portant women-employing industries. 

The Bureau is now conducting surveys of 
wages, hours, and working conditions in the 
cigarette, snuff, chewing and smoking tobacco 
industry; the cotton, silk and rayon textile 
industry, and the textile dyeing and finishing 
industry. Mimeographed reports of surveys 
are now available for the enamel utensil 
industry, the seamless hosiery industry, the 
lumber and timber products industry, and the 
drug, medicine and toilet preparations in- 
dustry. Digests are continued in recent issues 
of the Monthly Labor Review. An article 
presenting the results of the survey of en- 
trance wage rates of common laborers ap- 
peared in the January 1941 issue of the 
Monthly Labor Review. 

Prices and Cost of Living. At the request 
of the National Defense Commission the 
Bureau has inaugurated a semi-monthly 
telegraphic collection of the retail prices of 
18 foods in 18 cities. These prices are released 
by the Defense Commission under the title 
“Consumer Prices.” 

The results of special rent surveys re- 
quested by the National Defense Commission 
have been made public for the following 
urban areas: 

Camden, New Jersey. 

The Rock Island-Moline-Davenport area. 

Akron, Ohio, and environs. 

The Northern New Jersey area. 

Wichita, Kansas. 

Hartford, Connecticut, and environs. 

Charleston, South Carolina. 

Quincy, Massachusetts. 

Chester, Pennsylvania. 

These releases show the per cent of rented 
dwellings in each city for which rents have 
been raised during the past year and the 
average amount of the increase. 

The Bureau prepares weekly for the Na- 
tional Defense Commission two price indexes, 
one for 14 commodities designated by the 
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Army and Navy Munitions Board as strate- 
gic, the other for 14 commodities designated 
as critical. Strategic materials are those 
necessary for defense whose supply lies almost 
entirely outside the United States and for 
which strict conservation and distribution 
control measures are necessary. Critical ma- 
terials are those which are less difficult to 
procure than strategic materials, but for 
which some degree of conservation and con- 
trol is necessary. The indexes, which will be 
published soon, are available for each group 
monthly since January 1939 and weekly 
since August 1939. 

At the request of the National Defense 
Commission, the Bureau is studying the 
effect of wartime controls upon various in- 
dustrial and consumer goods during 1914- 
1918. Reports have been prepared on wheat, 
flour and bread, cotton goods, and canned 
vegetables. 


C. RESEARCH IN PRIVATE CONCERNS 
The Curtis Publishing Company 


Current projects in the Division of Com- 
mercial Research include: (1) A study of the 
effect of defense spending on the distribution 
of purchasing power. (2) An analysis based 
on 1940 Census figures of per family and per 
capita purchases through retail outlets. (3) A 
state-by-state study of the relative impor- 
tance of major groups of retail outlets. 

The Division has released ‘‘Refrigeration 
Survey,” the first volume of the report on an 
market survey for electric and gas 
appliances. This volume presents charts sum- 
marizing interviews with a widely distributed 
sample of users of old refrigerators, who 
should be a part of the replacement market; 
of 1940 purchasers of mechanical refrigera- 
tors; of purchasers of used or reconditioned 
mechanical refrigerators; and of families 
using ice as a sole refrigerant. 

The second volume of the report, dealing 
with home laundry equipment, is in press. 
The third volume, presenting information on 
the farm market for electric and gas ap- 
pliances, is about to go to press. 

These three volumes will bring together 
information secured from 6,265 families 


ctenve 


located in 8 cities, 13 towns, and 13 farming 
sections. The areas in which interviews were 
made were distributed so as to provide a 
satisfactory sample of the appliance market 
for that part of the United States east of the 
Rocky Mountains. 


E. I. du Pont de Nemours and Company, 

Incorporated 

The Market Research Section of the 
“Cellophane” Division of the E. I. du Pont 
de Nemours and Company, Incorporated, 
Wilmington, Delaware has just published the 
results of a survey in 33 cities of the food- 
store markets for candy in a booklet entitled 
“Candy Is Delicious Food.” Results show an 
almost undeveloped market for candy. 


Institute of Distribution 


Two important surveys are now in prep- 
aration in the Research Depart rent of the 
Institute. The first is a study of the directo- 
rates of major chain store companies to evalu- 
ate the charge by critics that chain stores 
have interlocking directorates in numerous 
instances. The preliminary results of the 
survey, to date, indicate that this charge is 
unfounded. 

The second survey is being conducted by 
the Research Department in cooperation 
with the Legal Department and is based 
upon direct contacts with municipal govern- 
ment officials from coast to coast for data on 
local ordinances affecting retailers. The re- 
sults of this survey will be summarized in a 
supplement to the 1940-1941 edition of the 
Institute’s ““Retailers’ Manual of Taxes and 
Regulations” and will be covered more com- 
pletely in the 1941-1942 edition of that 
document. 

Simultaneously, the Legal Department is 
conducting a survey of the corporate taxes 
and fees that are required of retail merchants 
by Federal,state and municipal governments. 

Following three years of preparatory work, 
the Research Department recently com- 
pleted for Institute members, a directory of 
chain-store companies of all types operating 
in the United States. This directory lists the 
names and headquarters’ addresses of 9,253 
chain-store companies classified, state by 
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state, according to type of retail trade in 
which they are engaged. These 9,253 com- 
panies are listed as operating a total of 
118,623 stores. 

According to Mr. John P. Nichols, Manag- 
ing Director, the Institute does not offer this 
United States Directory of Chain Stores as 
being complete, accurate and up-to-date as 
of January 2, 1941 (publication date). The 
magnitude of the preparatory task, the 
meagerness of available information at some 
of the sources consulted, and the frequency 
of store openings and store closings, neces- 
sarily make such a statement impossible. 
However, all available sources for reliable 
data have been consulted, and the Institute 
has made every effort within the bounds of 
its facilities to have the Directory complete. 

Copies of the directory have already been 
issued to Institute member companies for 
which the task was principally undertaken. 
The Institute has a very limited number of 
extra copies which it has offered to inquirers, 
on a “first come—first served”’ basis as long 
as the supply lasts, at the nominal cost of 
$1.00 per copy. In this connection, it should 
be noted that Institute of Distribution, Inc. 
has now moved its offices from 570 Seventh 
Avenue to 25 West 43rd Street, New York 
City. 

“Your Federal and State Lawmakers” 
(1941 edition) was recently completed by the 
Institute. In this 236-page, mimeographed 
book, the names, addresses and party afflia- 
tion of members of the Federal Congress are 
covered. The document also lists, state by 
state, the names, addresses and party affilia- 
tion not only of major state officials but also 
of members of respective state legislatures. 


A limited number of copies is being offered 
to inquiring non-members at a cost of $1.00 
per copy. 

Since January 1, 1941, the legislatures of 
42 states, and Congress have convened in 
regular session. Many bills of importance 
concerning retailers have been introduced in 
these assemblies. For the information of its 
member companies, the Institute has pub- 
lished a classified summary of these bills, by 
state. This summary includes not only the 
title of each proposal and the identity of its 
author but also a brief description of its 
provisions. 


Hearst Magazines, Incorporated 

The Marketing Division has recently is- 
sued an analysis of “U. S. Defense Expendi- 
tures” during the last six months of 1940, 
presenting the value of contracts let by states 
and cities. The extent of these expenditures 
is also shown on a shaded consumer trading 
area map. 


McGraw-Hill Publishing Company 


Wholesaler’s Salesman. Beginning with the 
January issue this publication began the 
presentation of current monthly data on 
sales and inventories of electrical wholesalers 
broken down by 22 marketing areas. These 
monthly reports are collected and compiled 
by the Bureau of the Census and the Bureau 
of Foreign and Domestic Commerce of the 
U. S. Department of Commerce and under- 
written for exclusive publication by Whole- 
saler’s Salesman. 


Tire Review 


(See University of Akron) 
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MarketInG, by Ralph S. Alexander, Frank 
M. Surface, Robert F. Elder, and Wroe 
Alderson. Boston: Ginn and Company, 
1940. Pp. vi, 794. $4.00. 

Professor Alexander, according to the 
preface, was largely responsible for the prep- 
aration of the manuscript for this book. As 
a result, despite the multiplicity of author- 
ship, the style is good, the material is inte- 
grated, and duplication has been avoided. 

Part I contains five chapters dealing with 
the economic place of marketing, the con- 
sumer market, commodities, marketing func- 
tions, and merchandising. This section will 
orient the student by beginning with his 
knowledge of economic theory and gradually 
leading him into marketing. 

In the chapter on marketing functions the 
authors say “There are certain major special- 
ized activities which must be carried on in 


the process of marketing. These are known 
as marketing functions.” They then give a 
list of functions most of which are ordinarily 
found in such lists. This is one of the weakest 
points in this as well as in other textbooks of 
marketing. Writers on the subject have fallen 
short in their analysis of marketing functions. 
The authors of the present book take the 
first step correctly in the analysis, when they 
say that there are certain activities which 
must be carried on in the marketing process. 
They fail, however, to carry the analysis to 
its logical conclusion. Why writers on 
marketing have so generally avoided this 
analysis is not clear. When this analysis is 
adequately made students will obtain a 
better grasp of marketing. 

Much of the chapter called ““The Ultimate 
Consumer Market” deals with population 
trends. These trends are long-run trends, and 
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marketing must be concerned with trends 
which are somewhat shorter and more sig- 
nificant than those discussed. The effects of 
any given long-run trend may be offset by 
developments which are yet to occur and the 
authors point this out in their discussion of 
the slowing down in the rate of increase of 
the population. 

The chapter headed ‘““Commodity Char- 
acteristics Affecting Marketing” is a conven- 
tional treatment of the subject. Is it, how- 
ever, the characteristics of commodities 
which are important from a marketing point 
of view, or is it the characteristics or nature 
of demand for the products which is impor- 
tant? 

Part II contains eight chapters which deal 
with middlemen. The chapter on “Retailers: 
Their Tasks” and ‘Elements of Competitive 
Efficiency in Retailing” are good. Chapter 
twelve discusses “‘Agent, or Functional Mid- 
dlemen.” The amount of attention given to 
the various types of agent middlemen is bal- 
anced. The authors would have made a 
contribution had they harmonized their defi- 
nitions with those which have been estab- 
lished and generally accepted by the courts. 
The section on the commission merchant is 
good; but marketing students often ask what 
is the difference between a commission mer- 
chant and a factor. This point is not treated. 

The title of chapter thirteen is ‘‘Semi- 
integrated Types of Middlemen,” and it 
deals with cooperative marketing. The sub- 
ject of farmers’ cooperative selling organiza- 
tions is well handled. In discussing operating 
principles for cooperative enterprises, how- 
ever, the authors say (p. 330), “Interest at 
the current rate, but not above that rate, 
should be paid on all funds invested in the 
enterprise.”’ Cooperative enterprises are or- 
ganized with share capital. Dividends are 
paid on share capital, not interest. A fair rate 
of dividends should be paid if they are earned. 


Writers on the subject and organizers of 


cooperative enterprises should make every 
effort to be sure that the members of the 
venture understand that earnings, if any, are 
dividends and not interest. Much misunder- 
standing will later be avoided in case the 
enterprise suffers losses or fails to earn the 


rate of dividends which have been customar- 
ily paid. 

On page 243 are two paragraphs, and on 
page 248 a third, which should be omitted in 
future editions of the book. These paragraphs 
deal with the attitude of the “‘outlander” 
toward large scale retailers. The authors say 
that “the provincial resident of the country 
town, like his equally provincial brother liv- 
ing in a foreign section of a large city,” has 
“an instinctive,” a “natural antagonism” 
toward the department store, the chain store, 
and the mail order house. This may be true 
in a few cases but, judging from the number 
of them who daily patronize those institu- 
tions, they are not very serious in their an- 
tagonism. 

Part III contains seven chapters and is 
called ‘Problems of Marketing Manage- 
ment.” In general the subjects of this section 
are adequately treated. The chapter on ““The 
Choice of Distribution Channels” would be 
improved by the use of the Census statistics. 
Other subjects treated in this part are sell- 
ing, advertising, competition, price, trans- 
portation, storage, credit, and market risk. 

In the chapter on the “Management of 
Marketing Finance” it is stated that “‘His- 
torically the factoring business developed as 
a special service of the commission houses 
operating in the textile trade.”’ It was cus- 
tomary, as a matter of fact, for commission 
merchants or factors to finance their princi- 
pals when this country was first colonized, 
and afterwards, regardless of the industry in 
which they might be engaged. 

In the chapter on the “Management of 
Marketing Risks” the subject of hedging 1s 
discussed. The task of a teacher using this 
book would be considerably lightened if this 
discussion were more complete. In connec- 
tion with grain trading the authors say (p. 
540) of a trader, ‘He decides to ‘take’ his 
winnings and directs the commission house 
to sell for him 20,000 bushesls of September 
wheat.” Is the buying and selling of futures 
contracts to be understood to be gambling? 
Students are likely to infer that the authors 
think so. 

Part IV is headed “Planning Marketing 
Activities” and has five chapters which dis- 
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cuss planning in marketing, the budgetary 
control of marketing, the analysis of distri- 
bution costs, market research, and the regu- 
lation of marketing. The chapters on the 
analysis of distribution costs and market re- 
search are well done. The chapter on the 
regulation of marketing might not be recog- 
nized as such since it bears the title ““Market- 
planning as Affected by External Forces.” 

Part V is called ““The Consumer’s Stake in 
the Marketing System” and has one chapter 
on the subject. More might easily be justi- 
fied. Following the final chapter are ques- 
tions, statements, and problems for discus- 
sion. These are followed by almost fifty pages 
of bibliography with many interesting com- 
ments on the various books and articles. 

This book can be used satisfactorily as a 
textbook for a beginning course in marketing. 
It covers from an executive viewpoint all the 
important subjects ordinarily treated by a 
beginning text. In general, the treatment is 
well balanced. 

Frep M. Jones 
University of Illinois 


GrowinGc Up witn ApvertisiNnG, by Joseph 
H. Appel. New York: The Business Bourse, 
1940. Pp. xill, 301. $3.00. 

Only incidentally is this autobiography a 
mere account of the life and career of its dis- 
tinguished author; for, in this readable and 
reminiscent volume, Joseph H. Appel has 
sketched the genesis and development of a 
great many of the fundamental practices of 
the merchandising and advertising of today. 

Through nearly four decades as advertis- 
ing director of the Wanamaker stores, Mr. 
Appel played a prominent part in the crystal- 
lization and application of the W anamaker 
policies which have been so widely adopted 
by the retailers of America. 

He outlines the establishment of the one- 
price system by John Wanamaker, and of its 
corollaries, plainly marked price-tags and the 
money-back guarantee. He goes on to speak 
of the great “Truth in Advertising” crusade 
from the days of its inception by the Sphinx 
Club of New York in 1896. Passed in rapid 
revieware the Club’s famous series of stereop- 
ticon slides depicting objectionable ads, the 


noteworthy efforts of John Adams Thayer, 
advertising manager of the De/ineator in 
1903, Mark Sullivan’s exposes of medical 
fakes and frauds in the Ladies’ Home Fournal 
of 1904, and the work of the Poor Richard 
Club of Philadelphia (which Mr. Appel 
helped to found in 1906). In 1909-1910, Sam- 
uel Hopkins Adams ran his famed series ““The 
Great American Fraud” in Co/lier’s, and fi- 
nally the movement culminated in the epoch- 
marking convention of the Associated Adver- 
tising Clubs of the World at Boston in 1911. 

Mr. Appel devotes a chapter to the vexing 
problem of comparative price claims and 
bargain sales. He pays his compliments to 
the growing consumer movement of today 
and suggests that advertising should assume 
the leadership because ‘“‘the consumer is 
boss, but a boss is not a leader; leadership 
implies guidance.” An extremely interesting 
chapter is the one dealing with ‘Poor Rich- 
ard’s Appeljack on Advertising and Badver- 
tising,” in which Mr. Appel has included a 
great number of pithy pronouncements in 
the style of Benjamin Franklin, in both prose 
and verse. 

Another chapter that is sure to induce a 
pleasantly nostalgic reaction on the part of 
old-timers in advertising is the one headed 
“Who Were the Fathers of Modern Adver- 
tising?’’ Mr. Appel takes up in succession the 
work of such advertising geniuses as the two 
John Powers (father and son), Frank E. 
Chambers, (who wrote the Rogers Peet ad- 
vertisements from 1880 to 1915), Charles 
Austin Bates, Albert D. Lasker, J. George 
Frederick, and others. 

A book like this is a decided asset to any 
library of advertising. Few living men have 
been closer to the heart of the history of ad- 
vertising than Mr. Appel, and still fewer 
have played so prominent a part in its amaz- 
ing growth and development. 

Davip S. MoseEsson 
College of the City of New York 


MarketinG Cooperatives, by Donald F. 
Blankertz. New York: The Ronald Press 
Co., 1940. Pp. xiv, 488. $4.00. 


The cooperative movement has attracted 
a great deal of attention in recent years. 
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Numerous articles and many books have 
been written on the subject. At the extremes 
they are emotional exhortations to the co- 
operative “way of life,” or mere statistical 
tabulations. Many, however, deal calmly and 
analytically, critically but sympathetically, 
with cooperatives; their history, present 
status, and future prospects; the various 
types and kinds; their economic functions 
and social services. Yet there is at least one 
college teacher—and when is there not?— 
who has failed to find the book on coopera- 
tives he wants to read. And so he has written 
it himself! That fact is in itself perhaps not 
unusual; but it is the exception for an author 
to confess it. This Mr. Blankertz does in the 
Preface to Marketing Cooperatives. 

His book “‘attempts to give a comprehen- 
sive view of all phases of cooperative activity 
among both farmers and consumers.” The 
four chapters of Part I, mainly historical, 
trace the evolution of associative and cooper- 
ative efforts in ancient lands, through mod- 
ern Europe and Asia, and into the United 
States. Part II discusses the types and prin- 
ciples of farmers’ cooperative sales associa- 
tions and outlines the steps to be taken in 
organizing such an association. Policies and 
problems of membership, finance, pooling, 
sales and advertising, and production con- 
trol, as well as the legal aspects of farmers’ 
sales cooperatives are treated in Part III. 
The functional and institutional approaches 
give way to the commodity approach in 
Part IV, where the cooperative marketing of 
livestock, grains, and dairy products is dis- 
cussed, following the plan of organization of 
Nourse & Knapp. Part V, in eight chapters, 
surveys a wide variety of consumers’, work- 
ers’, and service types of cooperatives. The 
two final chapters, Part VI, review the weak- 
nesses and successes and consider the future 
possibilities and limitations of American 
cooperatives. 

Students of cooperation, especially those 
who are protagonists for “the cause,” will 
appreciate the combination in this one vol- 
ume of a thoroughly documented and sym- 
pathetic discussion of the world history of 
cooperation and its numerous manifestations 
in modern America. It surveys the entire field. 


On the other hand, teachers of marketing 
may consider the book somewhat too inclu- 
sive. The title, ““marketing cooperatives,” is 
a phrase traditionally associated with farm- 
ers’ selling organizations or agricultural 
cooperatives. Something over half the book 
is devoted to these institutions. The four 
chapters utilizing the commodity approach 
are an intersting contribution and suggest 
that this method of studying cooperation 
should be further developed. Consumers’ 
cooperatives are properly included, for they 
certainly perform marketing functions. How- 
ever, there may be some question as to the 
logic of devoting approximately a quarter 
of the volume to the history of associative 
and cooperative efforts throughout the world 
especially when so few of them had real mar- 
keting significance, and another quarter to 
various service cooperatives whose market- 
ing functions are not their primary reason for 
existence. The organization of the book being 
what it is, the title is somewhat misleading. 

In the first chapter the author does a good 
job of distinguishing cooperation from the 
“isms,” and throughout the text he is careful 
to differentiate economic services from reli- 
gious and social purposes. This conscious 
and obvious effort (well handled) helps to 
explain why it is so easy for the business man 
to condemn the advocates of cooperation, 
because he lumps them indiscriminately with 
all opponents of the capitalistic system. 

Mr. Blankertz is right in stating that what 
is needed most is an understanding of cooper- 
atives. A study of his book will contribute 
greatly to that end. 

Henry A. Burp 
University of Washington 


AMERICAN ADVERTISING AGENCIES, by F. 
Allen Burt. New York: Harper & Brothers, 
1940. Pp. x, 282. $3.00. 


Written that students might know what a 
modern advertising agency is and that the 
executive of a small or medium-sized agency 
might be reminded of his opportunities for 
service and profit, this book is an addition to 
technical advertising literature. 

Its purpose has been to identify and de- 
scribe the service which is expected of an 
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agency under present business conditions, 
and which an agent must offer if his future 
he would insure. The demand of business at 
present is for service such as only a profes- 
sional service agency can give, and the ad- 
vertising agency which has evolved during 
the past fifteen years in the granting of this 
service is contrasted markedly with its pred- 
ecessors, who merely sold space or offered 
service as a bait. “Advertising agencies,” 
wrote Professor Burt, “have passed through 
three stages of development: the Primitive 
Stage up to about 1890; the Formative Stage 
up to about 1925; and the Professional Stage 
up to the present time.” The agency of this 
latter stage is the subject of the text. 

The theme of the book is an interpretation 
of the principle of specialization in the per- 
formance of business service. The depression, 
it is pointed out, revealed a need for new 
types of marketing and sales service which 
producers and distributors could not satis- 
factorily and economically perform for them- 
selves. The advertising agency, already 
supplying professionally some marketing 
service, became the agent to perform also the 
additional services. The agency is interpreted, 
therefore, as occupying the position of a 
specialist performing professional service, 
and not as a seller of space or merely a writer 
of advertising copy. Burt gives further inter- 
pretation to the principle of specialization by 
showing the advantages of having, in even 
the smaller agencies, individual functional 
specialists rather than a number of individ- 
uals equally capable of performing all of the 
functions. 

The development of the book is deductive, 
thought being moved from general to specific 
considerations. The presentation begins with 
a statement of important economic develop- 
ments and a brief sketch of agency history. 
These are followed by an itemization of the 
services increasingly supplied by specialists 
and by the description of those which even 
the small or medium-sized agency may offer. 
Generalizations are abundantly illustrated 
by the author’s observations and experiences. 

For the student, this book should orient 
the modern advertising agency with respect 
to its past and future, and with respect to the 


economic conditions of the present decade. 
It portrays for him also the evolution of a 
typical small agency under present condi- 
tions, and makes recommendations for the 
training and experience of the individual who 
aspires to an agency career. For the executive 
or owner, the book portrays the demand that 
is made upon the small or medium-sized 
agency, and encourages the analysis of one’s 
own agency with respect to this demand. To 
facilitate the self-analysis, there has been ap- 
pended a series of problems designed to call 
attention to the various factors which should 
be taken into consideration in the improve- 
ment or expansion of one’s business. For the 
teacher of advertising, the book may serve 
as light collateral reading in a course, or it 
may furnish a point of view for the develop- 
ment of a course around the broader theme 
of individualized, professional marketing 
service, the embodiment of which is the 
modern agency. 

The author’s academic background, as well 
as his agency experience, have contributed 
to the character of the book. The former is 
reflected in the careful organization and 
development of the theme, in the judicious 
selection of illustrative material, and in his 
lucid writing. The latter has furnished the 
observations and associations which give the 
book a practical value, and which furnish a 
sound basis for the interpretation of the 
theme presented. Both the form and the con- 
tent combine to make the book an interesting 
and a worthwhile contribution. 

Rosert D. W. Barrets 
University of California, Berkeley 


SuccessFUL ADVERTISEMENTS, by F. Allen 
Burt. New York: Harper & Brothers, 
1941. Pp. xi, 194. $3.00. 

This book is advertised as being one “that 
every young person aspiring to an advertis- 
ing career will want to read” and as “no less 
an essential manual for the business execu- 
tive.” Rather it seems that the author has 
slipped between these objectives before get- 
ting a firm foothold on either one. The brev- 
ity of the book, so very commendable in 
itself and sorely needed in many a text, 
makes the attempted straddle more appar- 
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ent, and unsuccessful.The subtitle to Success- 
ful Advertisements, ‘How to Write Them,” 
implies a book for beginners, and the author 
does stress the techniques of composition. 
However, a sizeable proportion of the mate- 
rial is theoretical and technical; sufficient, 
perhaps, to give the student an understand- 
ing of the problems involved, but without 
contributing much that is new for the busi- 
ness man. The examples of copy are easily 
the best part of the book. 

The organization of material follows this 
pattern: introduction, style, headlines, prod- 
uct analysis, appeals, layout, “the sales 
spiral,” fundamental principles of writing, 
diction, descriptive language, size and ex- 
pense, the various types of advertisements, 
style, media, testing results, and advertising 
as a career. The volume is well-filled with 
quotations, examples of successful copy, and 
illustrations. 

The placing of all illustrations in the back 
of the volume seems unfortunate, as refer- 
ence to them is unhandy. Worse, the repro- 
ductions of advertisements have been so 
reduced in size that the copy in many cases 
is unreadable. This unduly condones the 
average student’s propensity to elide illustra- 
tions, charts, and other “gaps” in the reading 
matter. For anyone wishing to read the copy 
of all the reproductions, it will be irritating. 
In general, the make-up of the book is un- 
satisfactory. 

As collateral reading on an “inexact 
science,” the volume is a welcome addition to 
the subject of advertising. The beginner 
should find much that is valuable, the pro- 
fessional much that is interesting; because 
the author has dipped deeply into his long 
and varied experience in advertising for his 
illustrations and empiric data, and he has 
contributed much that is worthwhile. 

D. F. BLANKERTz 
Indiana University 


ConsuMER REPRESENTATION IN THE NEW 
Dea, by Persia Campbell. New York: 
Columbia University Press, 1940. Pp. 298. 
$3.25. 

The first chapter of this book analyzes the 
organization and operation of the Consumers 





Advisory Board of the N.R.A., its successor, 
the Consumers Division, and the Consumers 
Counsel created under the National Bitumi- 
nous Coal Act. The second chapter traces 
consumer policy and industrial regulation 
under these agencies, and the third chapter 
deals with consumer representation in agri- 
cultural adjustment, followed by a section 
devoted to conclusions. 

The author describes how the Consumers 
Advisory Board, with no legislative status 
and no administrative responsibility, gradu- 
ally formulated a consumer point of view 
with reference to the codes of fair competi- 
tion under the N.R.A. This was said to con- 
stitute a major achievement of the Board. 
However, “‘the actual influence of this (con- 
sumer protection) policy on the N.R.A. codes, 
both in their formulation and in their admin- 
istration, was negligible’ because the codes 
were voluntary and a reflection of industry’s 
viewpoint. 

In discussing the Consumers Counsel 
under the National Bituminous Coal Act, 
Dr. Campbell points out that consumer pol- 
icy had to be based on the acceptance of a 
fixed price objective. Nevertheless, the Con- 
sumers Counsel did protest against what it 
considered unreasonable freight rates and 
insisted on quality standards for coal. 

The general policy of the Consumers Ad- 
visory Board was found to be favorable to 
encouragement of competition, production 
of goods to the highest degree of productive 
capacity and technical skill, fair profits, de- 
cent wages, good working conditions, and a 
flexible price structure to favor the efficient 
producer. The price policy of the Board is 
discussed at length, particular attention being 
given to minimum price-fixing, price-fixing 
in natural resource industries, price-fixing 
under “emergency conditions,” objections 
to a cost basis for price-fixing, price-fixing 
in the retail coal industry, the open-price 
system, production control as a part of the 
price control machinery, and attempts to 
control the distribution of goods through 
code provisions. In urging quality labels for 
consumer goods the C.A.B. is described as 
playing a “constructive role.” In protecting 
cooperatives from discrimination under the 
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codes, the author thinks the C.A.B. did 
some of its most effective work. The point is 
made that “the Board’s criticism of N.R.A. 
policy and practice was criticism of the ad- 
ministration of the Act, not of its purposes” 
since the Board did not have authority to 
follow any policy not consistent to and in- 
cluded in the Act. 

The Consumers Counsel, A.A.A., was sup- 
posed to, and to some extent did, act “‘as an 
offset to the pressure groups from business 
and producers.”’ Separate consideration is 
given to the regimes of the three men—Howe, 
Hoover, and Montgomery—who have held 
the office of Consumers Counsel. Consider- 
able attention is given the strong insistence 
of Consumers Counsel that in marketing 
agreements and licenses there should be some 
guarantee of consumer protection. The mar- 
keting agreements for milk, fruits and vege- 
tables are discussed at some length. The 
author points out that the influence of the 
Consumers Counsel in the last five years 
among consumers and on the consumer 
movement has been considerable; during 
this same period the “‘internal’’ advisory 
function has been exercised “‘at least nor- 
mally in relation both to the general produc- 
tion control program and the marketing 
agreements.” 

Dr. Campbell finds that “the policy articu- 
lated by all the consumer agencies was of a 
broad constructive nature,” but that due to 
“the lack of bargaining strength in the total 
consumer position,” the agencies had “‘little 
influence on the course of events.” To follow 
up her assertation that the experience of the 
New Deal consumer agencies demonstrates 
that “the consumer point of view will not 
receive adequate attention unless separately 
represented,” the author considers how this 
consumer interest can actually be applied, 
what the major functions for the consumer 
agency should be, and whether these func- 
tions should be concentrated in a central 
agency. 

On the whole the author succeeds in being 
objective. She quotes freely, but effectively. 
Her book is a valuable addition to literature in 
the field of consumption. It should appeal 
particularly to those interested in the con- 


sumer movement and in the development of 

governmental agencies to protect consumers. 
ALPHEUS MARSHALL 
University of Maryland 


SALESMANSHIP PRACTICES AND PRoBLems, by 
Bertrand R. Canfield. New York: Mc- 
Graw-Hill Book., Inc., 1940. P. xii, 548. 
$3.50. 

The author presents a new approach to the 
study of salesmanship. Twenty basic prob- 
lems of salesmen are studied. The methods 
of salesmen dealing with these problems are 
described. Some of the topics developed in 
greater detail than in previous texts on sell- 
ing are “What a Salesman Should Know 
About His Company’s Advertising,” “How 
a Salesman Should Discuss Credit,” and 
“Adjusting Claims.” 

Stressed are some of the difficulties or prob- 
lems confronted in selling. How to overcome 
or solve these sales situations is protrayed by 
the author by means of sales experiences 
gathered in the field. A unique feature is the 
collection of actual sales interviews giving 
exactly what salesmen say to buyers. This 
material is of assistance to sales classes. Suc- 
cessful and unsuccessful sales practices are 
given. 

It is refreshing to find in this book a lack 
of the usual inspirational and psychological 
approach to selling. The closing chapter on 
“Cultivating Customers” gives emphasis to 
a problem that is potent at this particular 
time when our markets are narrowing. 

The book develops slowly at the beginning 
because of the more than necessary number 
of analyses of problems of salesmen. The 
chapter on “Answering Objections” could 
well be amplified by more material. The topic 
“After the Sale” is entirely omitted. The 
problems at the end of each chapter are mere 
sketches, but the material is sufficient in that 
it gives the necessary information for solving 
the problems. The questions at the end of 
each problem are pertinent to the subject, 
and should aid students in grasping the prin- 
ciples involved. 

The book is well written. Salesmen who 
want to improve their performance and earn- 
ings, sales executives who are looking for a 
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means to carry out sales programs and teach- 
ers of Salesmanship will find this new ap- 
proach to the subject a worthwhile addition 
to sales literature. 
Hasty E. RamMsen 
Miami University 


THe SixtH Propuction YEARBOOK. New 
York: Colton Press, Inc., 1940. Pp. 440. 
$5.00. 

Since 1934, the editors of the Production 
Yearbook have set for themselves annually 
the task of presenting in one comprehensive 
volume, “essential practical information on 
matters pertaining to production in the 
graphic arts, in advertising, and in publish- 
ing.” 

While the first editions were good, those of 
the last three or four years have shown such 
steady advances in scope, thoroughness, and 
practical usefulness that today the Produc- 
tion Yearbook occupies an important place 
among reference books in the field of printing 
and the allied arts. 

Some idea of the scope of the Sixth Year- 
book may be gathered from the seven sec- 
tions into which the material is organized. 
These are: “Art and Photography”; ‘‘En- 
graving and Electrotyping”’; “Bookmaking 
and Binding”; “Inks and Paper”; “Printing 
Processes”; ‘‘Production Data”; and ““Ty- 
pography.” 

The material presented breaks down into 
two general classes: informative discussions 
of problems, techniques, and processes in the 
preparation of all types of advertising and 
printing; and concise compilations of pro- 
duction data ranging from cost factors in the 
choice of paper and engravings to such tech- 
nical matters as press sizes and comparative 
speeds, page-size and amount-of-stock charts 
for the planner of booklets and circulars, and 
legal restrictions on printing and advertising. 

The book is so large (including special in- 
serts, over 500 pages), and is so packed with 
material that a full description of its con- 
tents is impossible in available space. Men- 
tion should be made, however, of a few of the 
many articles likely to be of special interest 
to readers of THE JOURNAL OF MARKETING. 
These include a detailed treatment of color 





photography and color printing; a discussion 
of all steps and materials in bookmaking, in- 
cluding the preparation of manuscript; an 
exhaustive summary descriptic of important 
new developments in the graphic arts; an ex- 
planation (illustrated by micro-photographs) 
of the art of identifying reproduction proc- 
esses; a comprehensive discussion of paper, 
including manufacture, sizes and prices of 
the principal grades; and an “Omnibus” 
showing of over 1,000 different type faces, 
together with detailed copy fitting informa- 
tion. 

The Yearbook is well printed on coated 
stock (page size 83”X11”), and is carefully 
cross indexed. Its large number of illustra- 
tions, in black and white and color, includes 
specimens of all important commercial re- 
productive processes. Approximately 200 
contributors, editors, and consultants are 
represented. 

Tuomas B. STANLEY 
New York University 


ELEMENTS OF MarkKETING, by Paul D. Con- 
verse and Harvey W. Huegy. New York: 
Prentice-Hall, Inc., 1940. Pp. xviii, 823, 
89. $4.00. 

This is the first author’s second revised 
edition, with the first addition of the second 
author. Those at all conversant with the de- 
velopment of this familiar text can look, not 
entirely in vain, for huge improvement in its 


style of presentation and in its elucidation of 


the principles and economics of marketing. 
The revising is well done, with considerable 
condensation of the treatment of institutions, 
some less material on farm products, and 
slight rearrangements. But the preface states 
the objectives of this revision, and the pub- 
lisher’s official communique admits that they 
were fully attained. 

Here is a comparatively excellent text for 
the first course in marketing in a collegiate 
school of business. It is full, ample, and re- 
plete with aids to study and to teaching. It 1s 
fairly evenly subdivided into the requisite 
number of chapters for the one semester ex- 
tensive or thé one quarter intensive course. 
It was more compiled than written, and has 
a muchness of assorted odds and ends. 
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Questions, numbering about one per page 
of text, are the simple recitation kind. The 
searching, thought provoking, final examina- 
tion type are rather missing. References are 
grouped at chapter ends to avoid, among 
other things, repetition within the chap- 
ter. But often the table reference would be 
noticed on the same page, as with the worth- 
while but few explanatory footnotes. Three- 
fifths of the chapters are followed by bibliog- 
raphies which, though averaging only two- 
thirds of a page, list too many titles, with not 
enough details about each. The personal 
progress records can do no harm, as they are 
detachable and free. The final 10 per cent of 
the weighty book is problems, at the rate of 
two to three per page. If set in the type and 
spacing of the main text they would require 
70 per cent more pages. They are doubtless 
good problems, and there may be a teacher’s 
kit. 

Nearly half of this bulk consists of con- 
tents and other tables, index and other al- 
phabetizations, questions and more problems, 
references and other enumerations. We need 
not subscribe to the belief widely held among 
authors that reviewers are mean men at their 
worst, even meaner than budget balancers, 
but when you look for the inspiration, the 
challenge, the quotable passage, the literary 
allusion, it is like the metaphysician’s search 
in the dark room for the black hat that isn’t 
there. Our textbooks are not for the humani- 
ties; but they are for humans. If, in the over- 
production of the underrefined, our collegiate 
business school world has anywhere exceeded 
the doctors it is in the textbooks. We need 
better if not fewer books, mass produced, 
cheaply distributed, loose-leaved or separate- 
sectioned. A book of principles should not be 
rendered obsolete by being bound to up-to- 
date statistics. 

This work has openly evolved for two dec- 
ades. It has form, completeness, and even 
voluminousness attributable to growth by 
revision; but a fresh offering, a new creation, 
a vigorous survey of current distribution 
could bear less of the hallmark of the nine- 
teen twenties, could make more ado over the 
socio-political spirit and legislation of the 
great Santa Claus-all-the-year-round era, 


with its attendant and consequent elephan- 
tiasis by politics, gout through bureaucracy 
and death by taxes. The nineteen twenties 
were the good old days when men were men 
and women were glad of it. Now we bow 
down and worship the graven image of soci- 
ety, the only animal that never existed. 

J. W. Jenkins 

University of Georgia 


Direct-Mait ADVERTISING AND SELLING, 
by Frank Egner and L. Rohe Walter. New 
York: Harper & Brothers, 1940. Pp. viii, 
215. $3.00. 

This book was written from the experience 
of two men in the field of direct-mail adver- 
tising and from the reportorial gleanings of 
other practitioners. Frank Egner is vice- 
president of the McGraw-Hill Book Com- 
pany, with many successful mail-order cam- 
paigns to his credit. (Publication of this book 
by Harper & Brothers is a courtesy gesture, 
permitting promotion without prejudice.) 
Rohe Walter is advertising manager of the 
Flintkote Company, Inc., and president of 
the Direct Mail Advertising Association. 
Both authors have other practical books to 
their credit. 

The text is written in the how-to-do-it 
style: how and when to use direct-mail; how 
to build and maintain a mailing list; how to 
get the customer’s viewpoint into your di- 
rect-mail campaign; how to plan a sales letter 
series. The book is replete with examples and 
one chapter is devoted to special case histo- 
ries. The New York Chapter of the American 
Marketing Association complimented Mr. 
Egner by having him as the guest speaker at 
the opening fall meeting this year. 

Those who are interested in direct adver- 
tising should not overlook the source mate- 
rial, some of which is freely borrowed in this 
book, at the Direct Mail Center, 17 East 
42nd Street, New York City. Here on the 
top floor in a paneled office, with an imported 
English-castle fireplace that once served in 
the directors’ room of the National City 
Bank, may be found innumerable examples 
of direct-mail. The Center is presided over 
by Henry Hoke, editor of The Reporter of 
Direct Advertising and is a national meeting 
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place of all who are interested in direct-mail. 
There is something going on at the Center 
almost every hour of the day and evening, 
including a study course in which both au- 
thors have taken an active part as instruc- 
tors. 

The comradery of those engaged in direct- 
mail is amazing; it is an encouraging exam- 
ple of what can be accomplished by com- 
munity of interest. Advice is freely given 
and freely received. This book reflects the 
betterment of business practice and proce- 
dure of those who are active in this special- 
ized phase of advertising. 

Howarp T. Hovpe 
University of Pennsylvania 


ProFITABLE SHOWMANSHIP, by Kenneth 
Goode and Zenn Kaufman. New York: 
Prentice-Hall, Inc., 1939. Pp. vii, 180. 
$2.75. 


That some people do understand and em- 
ploy showmanship profitably is proved by 
Goode and Kaufman. Despite a previous 
book on this subject for Harpers, (five edi- 
tions) they have succeeded in telling and 
selling the story again. Unfortunately, it has 
not improved in the retelling. 

Do not misunderstand me, dear reader, it 
is still interesting. It is crammed full of enter- 
taining examples, and it is predicated on a 
sound, homely definition of showmanship— 
“Finding out what people like—doing 
MORE of it. Finding out what people don’t 
like—doing LESS of it.” But that is as far as 
the book goes. It definitely is not a “how-to- 
do-it” book. 

Then you ask, why write, or rewrite, this 
book? Well, the authors believe that adver- 
tising has passed through four developmen- 
tal stages and is now in the fifth. The four 
stages were: 


(1) EARLY ROOSTER CROW: Plain 
boasting. Pictures of the founder and 
the factory. “We are the best com- 
pany. We sell the best goods.” 

(2) “REASON WHY” COPY: Fed up on 


each other’s boasting, advertisers be- 
=) 


1 Showmanship in Business, reviewed in the October 
1940 issue of THE JOURNAL OF MARKETING. 





gin to explain why their goods are best. 

(3) EFFECT ON USER OF USING 
GOODS: Simmons Beds start a new 
era by advertising sleep instead of 
beds. 

(4) THE EFFECT OF THE EFFECT 
OF USING OUR GOODS: Gillette 
takes another step toward showman- 
ship by advertising the jobs to be got 
because of the fine appearance of those 
who use the Gillette razor. 


“The fifth stage,” they say, “in the history 
of advertising is rapidly bringing showman- 
ship to the foreground, climaxing the evolu- 
tion so long under way... . Old style insti- 
tutional advertising is beginning to find it- 
self in distinct disrepute.” Hence, this book. 

“Profitable showmanship,” the authors 
claim, “‘is based on the essential validity of its 
basic emotional appeal, not on the mere wit, 
ingenuity, money, or energy expended in the 
effort.” 

The publishers insist that “Goode and 
Kaufman have built their book around 
twelve-point formula, so that no matter 
what the situation, the reader will know how 
to apply the principles of showmanship to 

’ Several readings of the book have failed 
to reveal the twelve points. The nearest 
approach is found in Chapter II, entitled 
“What Is Showmanship?” Here the authors 
graciously permit you “Seven Squints at 
Successful Showmanship.” These are: 


(1) Ideas are born, right or wrong. 

(2) Find yourself a “‘natural.”” Don’t let a 
craving for color, action, or vehemence 
make you mistake a method for a mes- 
sage. 

(3) Think it big. 

(4) Do it surpassingly. 

(5) Don’t compete with yourself. 

(6) Make it crystal clear. 

(7) Keep it a game. 


The authors do not, however, tell you how 
you can apply showmanship to your own 
business. 

The book abounds in interesting and cur- 
rent illustrative material and stories of suc- 
cessful salesmanship; but these examples lose 
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much of their force because the authors do 
not analyze them sufficiently to discover the 
underlying technique or to reveal how it may 
be employed by the reader. The illustrations, 
however, represent the book’s contribution, 
inasmuch as the authors have grouped a 
large number of incidents under certain gen- 
eral headings. Apparently they maintained 
scrap-books or subscribed to a good clipping 
service for several years. The teacher, the 
lecturer, and the writer will find the book a 
fruitful source of illustrative material which 
they may borrow, as apparently did the au- 
thors. 

There are several unwarranted conclusions 
and unsupported assertions. Typical of these 
is the statement, “Building practically stop- 
ped because everybody wanted the kind of 
house they see in the moving pictures. So 
‘consumer acceptance’ as a sales argument is 
as dead to advertisers today as its ill-fated 
predecessor, ‘consumer demand’.” 

The authors’ philosophy of endorsements 
and testimonials is interesting. They recom- 
mend, “Hitch your wagon to a star. Hitch 
your goods any (honest) way you can, when- 
ever you can, to any personality you can who 
stands well in the public eye. The value of 
the connection will depend, as do so many 
other things, on the sincerity, simplicity, and 
naturalness of the appeal.” 

Curiosity as a method of selling is stressed 
by the authors who recommend its use in one 
of two ways. “First, by saying something 
with a mystery twist; second, by doing some- 
thing that has a mystery twist.” They recom- 
mend taking advantage of a prospect’s nat- 
ural curiosity rather than shooting the 
works in a straight rapid-fire fashion. The 
reader will discover that, in this respect, 
they practice what they preach. 

If you believe me over-critical of the au- 
thors’ presentation, analyze the following 
“facts” which they offer with this statement, 
“Let’s get down to facts and see exactly 
what the tested selling plan does.” 


(1) It opens with a sure interest-getter. 

(2) It tells all pertinent facts. 

(3) It does not include anything that is 
not needed to make the sale. 


(4) It arranges the information in the best 
possible sequence. 

(5) It closes with a bang. 

(6) It’s tested.” 


The authors stress, in a chapter apiece, the 
sales value of beauty and of sex, and remind 
the reader that there are all sorts of oppor- 
tunites for him to capitalize on these ideas, 
“as even the naming of a product can provide 
a sex implication.” 

The authors recommend that the adver- 
tiser and the salesman have only “one hero.” 
They say, “Don’t be afraid to tell him (the 
customer) how good the goods are, but be 
sure to interpret that goodness in terms of a 
prospect’s advantage.” The authors waste 
no time and no effort in telling you how good 
their products are; the book is replete with 
references to the authors’ numerous speeches, 
articles, and publications. In each case show- 
manship is demonstrated by plugging the 
quality of the designated item and the need 
of the businessman to read it. 

The success stories, the alliterated epi- 
grams, and the chapter titles are of real inter- 
est. The book is hurt by unwarranted inser- 
tions and, for certain purposes, at least, by 
its off-color jokes. The book is unsatisfactory 
for use as a text. Its chief value is as a desk 
reference. Perhaps, lest you overlook the 
book entirely, we should close as do the au- 
thors, with a significant admonition “The 
wooden Indian is dead. He has no motion. 
So get going—soon—before he’s moved over 
to make room for you.” 

Joun T. Lyncu 
University of Denver 


THe Patrern or Competition, by Walton 
H. Hamilton. New York: Columbia Uni- 
versity Press, 1940, Pp. vii, 106. $1.25. 


This small book is particularly difficult 
to review because of its high degree of con- 
densation. The illustrations and generaliza- 
tions are based on, or drawn from, a number 
of highly specialized studies, many of them 
made by people other than the author of this 
book. The best that this reviewer can do is 
to attempt to give the point of view and some 
general idea of the contents, with the hope 
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that others may be stimulated to read the 
publication. 

The author states in his preface: “The in- 
tent here is to reveal something of how com- 
petition operates and the difficulties which 
its regulation is up against.”” He does a good 
job in his attempt. He foresees an “era of 
competitive nationalism,” which will have a 
decided effect on our national economy. He 
believes that pure competition is a thing of 
the mind, perfect competition is a creature of 
the intellectual method, and competition- 
in-general is a luxury of the schools which the 
nation can hardly afford. 

Professor Hamilton points out the vast 
changes that have taken place in our national 
economy, the development from a simple 
economy to one of big business enterprises. 
He believes that the usual concepts of sup- 
ply, demand, and price have very limited ap- 
plication under present conditions, or, at 
least, there are many exceptions to the usual 
generalizations. There are areas of competi- 
tion where we might not expect it and areas 
of monopoly where there should be competi- 
tion. ““Competition goes, yet it endures, for 
the only norm of its reality is a spectrum.” 

We tried, the author points out, to force 
competition by enacting laws, e.g., the Sher- 
man Act. This led to ineffective litigation. 
“The use of litigation to give effect to eco- 
nomic policy is not the happiest of human 
inventions.” He believes, apparently, in the 
use of the administrative process as a means 
for holding business enterprise to its lawful 
orbit. ““Authority is an essential of the com- 
petitive pattern.”’ The administrative process 
demands agencies skilled in industrial analy- 
sis and the technology of regulation. This 
necessitates a large appropriation and a large 
staff of qualified personnel if we are to have 
effective federal regulation of American in- 
dustry. Difficult problems are presented, but 
he states, ““From an adventure in the formal 
control of business there is no longer an es- 
cape.” Because industries are moving at 
various tempos in different directions no 
single method of attack can be employed by 
public policy. “The need,” therefore, in the 
words of the author, “is a procedure rather 
than a recipe.” 





This dissertation is a strong expression of 
the current idea that there must be much 
more control and regulation of business or- 
ganization, policies, and practices than we 
have had hitherto; that this regulation should 
be by a central authority expressed through 
the administrative process; and that ade- 
quate facilities, appropriations and skilled 
personnel, must be provided. He raises a 
large number of questions which are left un- 
answered. Whether any given person agrees 
with the contentions of the author depends 
to a great extent on his own point of view 
and his political, social, and economic philos- 
ophy. 

J. F. Pye 
Marquette University 
CompeETITION AMonG Grains, by N. Jasny. 

Stanford: Food Research Institute, 1940. 

Pp. xiii, 606. 

The director’s preface to this valuable 
contribution from the Food Research Insti- 
tute contains the following comments: 
“Competition pervades economic life. It is 
fashionable today to stress the fact that com- 
petition is not pure and perfect... and to 
concentrate attention on imperfect or monop- 
olistic competition. ... Too little has been 
devoted to another important type: iler- 
commodity competition. This is probably now 
more vigorous than ever before. If it were 
given due weight, some current convictions 
regarding the drift toward monopolistic 
competition might undergo 
modification.” 

The present study is an interesting illus- 
tration or series of illustrations of inter-com- 
modity competition, and if study in other 
fields, particularly those in which monopolis- 
tic competition is most common, should show 
an equal degree of ability to substitute one 
commodity for another, it might well follow 
that there has been over-emphasis on the 
importance of the monopoly element in mod- 
ern competition. 

In general outline the study is divided into 
four parts: One, “Uses and Price Ratios”; 
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two, “Yield Relationships”; three, “Cost 
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section on marketing costs and a considerable 
amount of valuable statistical material 
widely gathered concerning the world situa- 
tion with respect to each of the five impor- 
tant grains. Corn, wheat, rye, barley, and oats 
are the grains considered, and these include 
all major cereals with the exception of rice. 

Chapters 2, 3, and 4 seem to contribute 
most directly to the general thesis of the 
study. These deal respectively with the 
“Uses of Grains,” “Scales of Preference,” 
and “Demand Elasticity and Substitution.” 
The degree of substitutability among the 
grains for each of the important uses is care- 
fully analyzed both from the biological-phys- 
iological standpoint and with the objective 
test of actual shifts of use with changing 
price relationships. 

The author suggests such conclusions as 
the following: “With the price differences 
between grain and supplements considered 
100 pounds of barley were worth as much as 
gl to 93 pounds of corn.” This is based on 
German experiments. The author continues 
later as follows: “It can be expected, for 
example, that feed barley as hog feed will be 
evaluated by the hog raiser (in the economic 
sense the consumer) in the United States at 
about § per cent less than corn.” Or again, 
“Demand elasticity and substitution in the 
feed-grain markets differ materially from 
those in the food-grain markets. The total 
demand for feed grain is more elastic than 
the demand for food grain and even than the 
food demand for most markets separately.” 
These and similar conclusions give objective 
and factual interpretation of the market be- 
havior with respect to these grains. 

In chapter 17 the author summarizes the 
outline as follows: “The presentation has 
reached its final stage. The differences in the 
ability of each grain to satisfy various con- 
sumers’ needs have been analyzed (chapter 
II). It has been shown how consumers’ pref- 
erences are reflected in prices (chapters III 
and IV). A further step was to analyze the 
effect of differences in the quality of individ- 
ual grains, marketing costs, and protection- 
ist measures on the inter-grain price ratios 
in the same localities (chapters V-VII). 
Furthermore, it has been determined what 


are the differences in the requirements of the 
various grains as to soil, temperatures, and 
moisture, and in their responses to cultural 
practices (Part II). Finally, the relationships 
of one grain to the others in the cost of pro- 
duction have been taken up (chapters XV 
and XVI). Part IV is intended primarily to 
integrate the findings of Part I with those of 
Parts II and III, but has been extended so as 
to serve also as a summary.” 

This objective study of the situation with 
grains will be of interest to all students of 
marketing. Those who are particularly inter- 
ested in agricultural commodities will find 
much of value in the specific analysis pre- 
sented. Those who are more interested in 
other phases of marketing will find it inter- 
esting to study the type of analysis and the 
methods followed with the thought of pos- 
sible adaptation to their particular field of 
study. 

Rovanp S. VAILE 
University of Minnesota 


Sates ENGINEERING, by Bernard Lester. 
New York: John Wiley & Sons., Inc., 1940. 
Pp. viii, 200. $2.00. 


At first thought, the title of this book 
might suggest a treatise on sales manage- 
ment, but the author in his first sentence 
states his definition: “Sales engineering is the 
art of selling equipment and services which 
require engineering skill in their selection, 
application, and use.” At several points this 
is emphasized by contrasting the sales prob- 
lems and tactics in the installation field 
with “merchandise selling’’—selling con- 
sumer goods which do not require engineer- 
ing service. “Energy, skill in strategy, and 
persuasion on the part of the sales engineer 
are creditable factors, but they largely per- 
tain to salesmanship rather than sales en- 
gineering.” 

Instead of conventional chapters, the book 
is divided into three parts, each with a num- 
ber of small sections, listed in the table of 
contents by page indications and titles. In 
part this makes up for the lack of an index, 
as each section is short and held strictly to 
the subject indicated by its title. 

Part I, “The Field of Sales Engineering,” 
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not only defines “sales engineering” and 
places it in “trade and industry,” but pre- 
sents other topics as fundamentals for suc- 
cessful selling in this field. These include 
profit as a buying motive (strongly empha- 
sized), other buying motives, market knowl- 
edge, the distribution system, product types, 
and purchasing methods. The last section, 
“Sales Engineering Principles,” is strong in 
emphasizing a “realistic” basis for selling as 
against emotional sales promotion. The 
purchaser’s interest is paramount and is real- 
ized by “(1) analyzing the technical and 
business conditions relating to the customer’s 
problem, and (2) visualizing the exact bene- 
fits the customer can derive from using the 
sales engineer’s products.” Presentation 
through a “degree of dramatizing” is dis- 
cussed, with due recognition that elaborate 
demonstration may not be as effective at 
times as simple, clear expression of proofs. 

An excellent statement of the function of 
selling is: “Sales effort is that force by which 
the producer interprets to the user the prod- 
ucts and services which he can furnish, as- 
sisting the purchaser to form sound opinions 
and reach a decision in the selection of prod- 
ucts or services best suited to his needs.” 
This is an ideal for any type of selling. 

Part II, “The Work of the Sales Engineer,” 
applies the principles of salesmanship to the 
field of installation goods. Methods, proce- 
dures, interview problems, meeting obstacles, 
handling complaints, and follow-up are cov- 
ered. Emphasis is given to making the com- 
plete sale—making sure nothing the firm can 
supply is overlooked. Brief space is given to 
selling for resale and analyzing lost sales. 
No attempt is made to cover in exact psycho- 
logical order the steps in a sales interview, in 
conventional salesmanship text form. Rather 
the various problems and situations the 
salesman meets are presented with definite 
suggestions for handling them. 

Part III, “The Training and Develop- 
ment of the Sales Engineer,” briefly presents 
such topics as needed abilities, self-analysis, 
relations with employers, and some broader 
aspects of the sales engineer’s position, such 
as “recognizing true values.’’ A proper con- 
ception of good selling is reemphasized: “‘Suc- 





cessful selling is no longer ‘order grabbing’; 
for orders come as a by-product of superior 
service, and the sales engineer’s success de- 
pends upon untiring efforts in the interest of 
the customer.” The relative values of four 
basic factors in selling—product knowledge, 
customer and market knowledge, personal 
characteristics, and dynamic sales skill—are 
shown by contrasting “merchandise selling” 
with “sales engineering.” Mr. Lester feels 
that ordinary salesmanship emphasizes the 
latter two; that some successful sales engi- 
neers emphasize the first two; but that an 
equal balancing of all four is more likely to 
bring success for the average sales engineer. 
The outstanding characteristic of this book 
is the profuse use of illustrative case exam- 
ples. Hardly a point is raised without citing 
an actual sales instance. The wealth of ex- 
perience of the author is thus in part and in 
compact form made available by this vol- 
ume to every young engineer in the selling 
end of his firm’s work. This aids materially 
in carrying out the author’s expressed pur- 
pose of “placing before the younger sales 
engineer in simple terms, without sales-pro- 
motional adornment,” the principles of sales- 
manship as used in this specialized field. 
Haroip A. CONNER 
New York University 


Tue Cuain Store Te tts Irs Srory, by 
John P. Nichols. New York: Institute of 
Distribution, Inc., 1940. Pp. 274. $1.00. 
It is the belief of the reviewer that most 

economists, and especially students of mar- 

keting, recognize that chains have made 
great contributions to the improvement of 
the distributive system. 

Mr. Nichols presents in this book a wealth 
of information on the historical development 
of the chain organizations. He explains their 
progress in terms of the relative efficiency of 
their founders (they did not start with Io, 
50, 2,000 or 14,000 stores) and in terms of the 
application of scientific methods in present 
day managemeet. A fairly thorough discus- 
sion of the local, state, and national legisla- 
tion that affects the chain store, along with 
the court decisions applicable to this legisla- 
tion, is given. Finally, the various charges 
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that are commonly hurled at the chains by 
the proponents of anti-chain legislation are 
answered with factual evidence. 

Mr. Nichols mentions the Robinson-Pat- 
man Act; but he does not consider the Miller- 
Tydings Act, which was sponsored by many 
of the organizations that are active in back- 
ing chain-store taxes. The Miller-Tydings 
Act, along with the state fair trade acts and 
unfair trade practices acts, tends to protect 
the margins under which many retailers find 
they must operate in order to survive and 
fits into the same general category as the 
chain-store taxes. However, a thorough dis- 
cussion of the above types of legislation 
would provide material for another book. 

Although one would hardly expect The 
Chain Store Tells Its Story to be unbiased, 
the data presented are accurate. The book 
represents a part of the struggle of the chains 
to educate the public (which, by its actions, 
has accepted them) to the necessity for ac- 
tive opposition to legislation which is not in 
the public interest. The chains have a good 
story. Their failure to act earlier in present- 
ing it is the principal criticism. 

Haro.tp G. Murpuy 
Emory University 


Retrait PERSONNEL ProB.ems, by O. Pres- 
ton Robinson. New York: Prentice Fall, 
Inc., 1940. Pp. xxi, §65. $4.00. 


The author states in the preface to this 
much needed text and reference book: “In 
no other phase of retail store operation has 
authoritative literature been so lacking as in 
the field of personnel administration. Stu- 
dents and store executives seeking solutions 
to personnel problems have encountered 
serious difficulties in finding adequate re- 
corded information upon which to formulate 
opinions. The author hopes, therefore, that 
Retail Personnel Relations will achieve two 
objectives: First, that it will serve as a help- 
ful source of information in personnel policies, 
procedures and operations; second, that it 
will prove an inspiration to all interested in 
bettering employee-employer relations and 
will encourage them to apply intelligent solu- 
tions to the problems they encounter.” 

There is no exaggeration in the claim that 


it is the first book published in its field. Dr. 
Robinson talks the merchant’s language. 
No book should be used as a text for a fast 
moving field such as retailing that does not 
command the respect of merchants. This 
book should. 

There may be those who fear the big-store 
and the big-city point of view in a book com- 
ing from New York City. They need have no 
apprehension. Dr. Robinson has a sound 
foundation of small store experience. His 
father owned and managed a small general- 
ized department store in a small community 
for over 35 years. He worked in it in various 
capacities, from stock boy to assistant man- 
ager. Hence, he has an understanding of 
ownership responsibility as well as an honest 
appreciation of the employee angle. 

The volume is valuable as a basal text, as 
a reference book, and as a source of sugges- 
tions for the astute merchant aware of the 
importance of an enlightened personnel pol- 
icy and with a contemporary sense of public 
relations. The need for intelligent personnel 
administration as an essential of profitable 
store operation is increasingly recognized by 
successful retailers. A service error may be 
harder to adjust than a merchandise mistake. 
This book can be of value in determining 
a personnel and public relations policy, 
whether there are as few as five or as many 
as 5,000 employees in the organization. It has 
no emphasis on store size. Survey after sur- 
vey shows that “discourteous salespeople 
cost sales,’’ yet little that is sound has been 
written on the subject. Prevention is less 
dramatic than attempted rescue, which may 
explain the lethargy in the field of personnel. 
Dr. Robinson’s thorough presentation shows 
the need for careful selection, consistent 
training, and sound follow-up as a basis for 
profits and a prevention of needless expense. 

The text has the happy faculty of scholarly 
presentation in the merchant’s manner of 
thinking. This book will help the individual 
student in his business adjustments since it 
presents accepted business procedures. Prob- 
lems of job analysis and classification, per- 
sonnel budgeting, employment procedure 
and operations, wage plans and incentives 
are taken up in order and thoroughly dis- 
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cussed. Recent developments in the tech- 
niques of employment interviews, testing, 
and rating are well presented. 

The three chapters on employment stabi- 
lization, which is increasingly important to 
stores under the merit rating provisions of 
state social security plans and in the growing 
employment competition of the National 
Defense Program, are of timely significance. 
The author devotes two chapters to the de- 
velopment of employee representation plans 
for the purpose of bargaining. These chap- 
ters on trends in organized demands are 
particularly helpful to the student. 

The chapter on the personnel budget is 
particularly helpful to students who some- 
times find it hard to appreciate fully the cost 
aspect of distribution. His chapter on em- 
ployment testing reconciles the value of 
specific tests with an over-all business wis- 
dom. Dr. Robinson’s acknowledgement of 
gratitude to the National Retail Dry Goods 
Association indicates a close contact with 
business. The form of the book is pleasing, 
the type excellent. It is a pleasure to recom- 
mend so well written and authoritative a 
book. 

Marion T. Lynpon 
University of Tennessee 


ConsuMER Economic Prosiems, by H. G. 
Shields and W. Harmon Wilson. Cincin- 
nati: The South-Western Publishing Com- 
pany, 1940. Pp. x, 767. $1.88. 


This book is a revised and enlarged edition 
of a volume published earlier under the title 
Business Economic Problems. \n the revision 
the authors have made a careful analysis of 
available materials concerning the economic 
problems of the consumer and have incor- 
porated into this publication a comprehen- 
sive coverage of the subject. The present 
title evidences the general content of the 
book. 

The main objective of the volume is the 
organization and presentation of economic 
and business information. It is expected that 
with this knowledge consumers will exercise 
wisdom and judgment in the spending of 
income for food, clothing, shelter and serv- 


ices. The work involves a discussion of (1) 
general economic problems, such as wealth, 
taxes, economic fluctuations, and labor prob- 
lems, and (2) specific economic problems 
pertaining to earning a living, budgeting, 
saving, investing, borrowing, and practical 
business relations. 

The volume consists of 32 chapters pre- 
sented in 14 units. There is one chapter on 
the consumer and business, four on the sig- 
nificance and management of wealth, three 
on the services of the financial system, three 
on the investment of money, two on the serv- 
ices of insurance, and two on modern eco- 
nomic influences on the consumer. Thirteen 
chapters are devoted to a discussion of mar- 
keting, pricing, buyer and seller relations, 
consumer protection, principles and prac- 
tices of buying, and the consumer movement. 
In two chapters the authors discuss the prob- 
lems pertaining to the purchase of a home, 
and the final chapter analyzes advertising 
and business propaganda which is developed 
to influence consumer attitudes and de- 
mands. The discussions devoted to budget- 
ing, finance, and the principles and practices 
of buying are to be commended for their 
clear, concise, and practical presentation. 

This book, either as a college or high school 
text, is to be recommended for the compre- 
hensive and practical discussion of the prob- 
lems affecting the consumer; for intelligent 
spending is of vital importance to most 
adults. Sections of this book would be help- 
ful in high school classes, especially where 
the majority of students do not go on to col- 
lege. Information regarding intelligent con- 
sumer buying for this group is apt to cease 
with their high school education. 

The presentation of material in the entire 
volume is easily understandable; abstract 
statements have been avoided, principles 
have been emphasized and clarified through 
the use of numerous illustrations, charts, and 
diagrams. Each chapter concludes with a 
number of questions and problems for review 
and further discussion. A work book and 


achievement tests have been made available 
which further enhance the usefulness of the 
text. The book is adaptable as a text for con- 
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sumer problems and is useful to students of 

marketing for the broad knowledge which it 

provides on a topic of increasing importance. 
E. B. O'Leary 
University of Dayton 


New Roaps to SeE.iinc, by Harry Sim- 
mons. New York: Harper and Brothers, 
1940. Pp. x, 235. $2.50. 


This book, the author frankly admits in 
the preface, is a restatement of the funda- 
mentals of selling and is designed for the use 
of salesmen and salesmanagers. It is in no 
sense a college or high-school text. It is, how- 
ever, of considerable interest to the student 
and teacher in these fields as an example of 
current business literature designed to stim- 
ulate those engaged in selling work. 

The author, following his fundamental slo- 
gan, “repetition is reputation,” repeats the 
basic principles of selling at many points 
throughout the volume. The fact that he 
embellishes these principles with new ter- 
minology does not entirely conceal the repe- 
tition from the careful reader. This does not 
necessarily weaken the work inasmuch as 
each chapter is so organized that a number 
of itemized points are presented, each of 
which applies one or more of these principles 
to everyday selling situations. Salesmen un- 
doubtedly will find this style helpful since 
they can quickly grasp the key sentences 
under each point. 

At the end of each chapter there is a digest 
of the material covered and a “Personal 
Checking Chart” by which the reader is sup- 
posed to be able to measure his own perform- 
ance against the points which have been 
made. Check squares are provided in the left 
margin so that a record may be made against 
each question asked. The idea is sound; but 
the reviewer feels that the charts will be of 
little value, since all of the questions are so 
worded that the check marks fail to indicate 
whether or not the individual has achieved 
a positive or negative rating. Many of the 
questions are of such a nature that a check 
mark has no significance whatsoever. For 
example, the fifteenth question at the end of 
the first chapter is, “What effect will tele- 


vision have on future selling and sales plans?” 
It is quite obvious that this question has no 
direct relationship to personal progress in the 
technique of selling goods and that a check 
mark placed in the square beside it would be 
meaningless. 

The best chapters in the book are those 
dealing with what salesmen and salesmanag- 
ers expect from one another in their work. 
It is evident here that the author has drawn 
heavily on his own and other’s practical ex- 
perience. Good also are the chapters dealing 
with the relationship of advertising to selling 
and those urging that real sales effort be sub- 
stituted for price cutting. 

The chapter entitled “Color in Selling” is 
weak and has no real reason for being in- 
cluded in the work. The author also lessens 
the effectiveness of his first chapter by “‘over- 
selling’ the idea that we are about to enter 
into a golden age of prosperity in which the 
salesman has only to follow the “‘new’’ prin- 
ciples of selling set forth in this book to 
achieve great success. 

In final summary it may be said that, 
while the book has certain glaring weak- 
nesses, on the whole it probably will prove 
valuable in many ways to the audience for 
which it is designed. 

W. C. Bitiic 
University of Southern California 


THE TECHNIQUE OF ADVERTISING PRopuc- 
TION, by Thomas Blaine Stanley. New 
York: Prentice Hall, Inc., 1940. Pp. x, 214. 
$4.00. 

According to its author, this book has two 
main purposes. ““One is to discuss as related 
matters a number of techniques of advertis- 
ing production which are usually treated in 
separate volumes. The second purpose is to 
make clear the extent to which the facts of 
production admit of creative use.” In general 
the book comes nearer to attaining the first 
purpose than the second. In carrying out 
these purposes, individual chapters deal with 
visualizing the appeal, lay-out, illustra- 
tions, color, photo engraving, gravure and 
lithography, typography, paper, and plan- 
ning printed matter. 
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Teachers of advertising will find this book 
helpful as a supplementary or reference text 
for use in the general course in advertising, 
as one of several basic texts in a course in 
advertising practice, or for general use in one 
of the more specialized courses where labora- 
tory problems involving advertising tech- 
niques are used. 

Those engaged in advertising practice will 
find this book useful as a reference manual as 
well as a source of advertising ideas. Buyers 
of advertising will be repaid for a painstaking 
reading of the book. The practical discussion 
of planning printed matter should be of im- 
mediate interest to them. 

Professor Stanley’s writing style is simple 
and direct. He has the ability to present tech- 
nical subjects in an understandable manner. 
This is demonstrated in the author’s descrip- 
tion of a process and statements of how a 
thing is done. The book contains a number of 
well-chosen illustrations which add to the 
clarity of the subject matter. The format is 
well adapted to a work of this type. 

Much of the subject matter is covered in 
general texts on advertising. Hence, this 
book suffers the limitation of being incom- 
plete as a text and overlapping in content 
with general texts. On the other hand, Pro- 
fessor Stanley gives a more thorough and 
up-to-date presentation than is found in most 
advertising textbooks. This is especially 
true of the chapters entitled “Learning to 
Recognize Type” and “Putting Type to 
Work.” As a summary appraisal, we are in- 
debted to Professor Stanley for bringing to- 
gether in unified fashion the advertising pro- 
duction techniques. 


KENNETH DAMERON 
Ohio State University 


Five AND TEN: THE Fasutous LIFE oF 
F. W. Wootwortn, by John K. Winkler. 
Illustrated. New York: Robert M. Mc- 
Bride & Company, 1940. Pp. 256. $3.00. 


“This is as much the biography of a busi- 
ness as of a man. The man shaped the busi- 
ness; the business formed the man. Both 
were controlled and developed by the vast 
and colorful expansion of the United States 





during the eventful decades following the 
Civil War” (page 15). 

The story of Frank W. Woolworth and the 
history of the five-and-ten-cent store is told 
chiefly from company records. It is a study 
of marketing from an historical point of view, 
involving an analysis of marketing functions 
and methods from an evolutionary angle and 
bringing out causes of the genesis, growth, 
and shift of emphasis in this particular type 
of retail agent. 

An outgrowth of the industrialization of 
our country and the development of large- 
scale production, the five-and-ten-cent store 
was first successfully opened in 1879 by 
Woolworth, the master merchant. The idea 
of selling goods at such low prices was con- 
sidered a curiosity of the age and, although 
it would ultimately have been inaugurated 
successfully, only the matchless energy, bril- 
liant organization, and progressive policies 
of F. W. Woolworth made possible an early 
victory over doubting clients who distrusted 
cheap goods and over the ring of middlemen 
who kept prices as high as possible. 

The successful development of the five- 
and-ten-cent store reveals many interesting 
retail principles that were inaugurated or 
used efficiently by this dramatic merchant. 
Hard work, economy in the most minute 
detail, and careful management were duly 
stressed. The importance of a proper business 
site, a complete display of wares, attractive 
window displays and the use of loss leaders 
were new guiding policies. 

This case history of the remarkable career 
of a retail institution is a fine mirror of mar- 
keting methods as they developed in our 
changing economic society. 

James W. Livincoop 
University of Chattanooga 


B.—DiceEsts oF ARTICLES IN OTHER 
JouURNALS AND 
PAMPHLET MATERIALS 
By Reavis Cox, University 
of Pennsylvania 


ARTICLES 


THE SAMPLING PROCEDURE OF THE 1940 
PopuLaTion Census, by Frederick W. 
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Stephan, W. Edwards Deming and Morris 

H. Hansen. From the Fournal of the Ameri- 

can Statistical Association, December, 1940, 

pp. 615-630. 

The census of population for 1940 is a 
combination of complete enumeration and 
systematic sampling. In addition to the basic 
questions asked concerning the persons in 
the complete enumeration, supplementary 
questions were asked concerning a sample of 
§ per cent (one in 20) of these persons. The 
procedure made possible the extension of the 
inquiry far beyond what would have been 
feasible under complete enumeration. It 
also will make possible tabulation of the sam- 
ple months ahead of the complete reports. 

This article describes in detail the sam- 
pling technique used. For those who make use 
of the census data in research work, it is must 
reading. It will also be useful to research men 
who want to experiment with similar proce- 
dures in other surveys. 


How Rerait ApvertisiInc ExpENDITURES 
VaRY WITH SALES VOLUME AND SIZE OF 
Ciry, by Walter L. Mitchell, Jr. From 
Dun’s Review, January, 1941, pp. 13-20. 
Figures on direct, out-of-pocket expendi- 

tures for advertising in 1939 submitted by 

more than 13,000 retailers show that: 

(1) With some exceptions, the average 
advertising expense ratios of stores selling 
luxuries and durable goods are higher than 
those of stores selling immediate consump- 
tion goods and necessities. 

(2) Advertising expense ratios vary more 
widely from store to store in the durable 
goods trades than in the immediate con- 
sumption goods lines. 

(3) In towns of any given size, the adver- 
tising expense ratio generally increases as the 
size of the store increases. 

(4) For stores of any given size, the adver- 
tising expense ratio is larger in middle-sized 
cities than in either small cities or large ones. 

(5) There is no conclusive tendency for 
profitable stores to have larger advertising 
expense ratios than unprofitable ones or vice 
versa. 

(6) There is no conclusive tendency for 
credit stores to have higher advertising ex- 


pense ratios than cash stores or vice versa. 

Finding (4) is probably the most impor- 
tant one in the list for manufacturers and 
wholesalers, since it points to an unfilled 
need in the field of retail advertising, par- 
ticularly in the larger cities. 


New Horizons 1n Rapio, edited by Herman 
S. Hettinger. The Annals of the American 
Academy of Political and Social Science, 
January, 1941. 


The 24 articles offered in this issue of The 
Annals cover a wide range of subject matter; 
but all of them will have more or less interest 
to marketing men. One group deals with 
broadcasting as a social force, describing the 
significance of radio in relation to recreation, 
culture, education, information and freedom 
of speech. A second group considers contro- 
versial problems of current importance in 
radio broadcasting, notably various aspects 
of government control, the dangers of prop- 
aganda, techniques of covering a war by 
radio and open questions in inter-American 
broadcasting. A third group will probably be 
of more immediate utility than the other two 
to professional students of marketing, espe- 
cially to those who have only vague notions of 
what lies back of such widely discussed terms 
as “frequency modulation,” micro wave 
broadcasting,” and “facsimile.” This group 
of articles describes recent technical develop- 
ments in non-technical terms and attempts 
to forecast their probable effects upon the 
industry. 

(Two recent pamphlets published by the 
National Broadcasting Company provide 
worth-while supplements to the radio issue of 
The Annals. Television’s First Year lists all 
the programs broadcast by Station W2XBS 
from the top of the Empire State Building in 
New York between April 30, 1939, and April 
30, 1940. The principals in the broadcasts, 
and the advertisers who have sponsored the 
programs. The illustrations are exceptionally 
interesting. 

The work done by the company’s public 
service program division since the appoint- 
ment in 1937 of James Rowland Angell, for- 
mer president of Yale University, as educa- 
tional counsellor, is described in a 12-page 
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booklet published under the title NBC Inter- 
prets Public Service in Radio Broadcasting. 
Teachers will be particularly interested in 
what it has to say.) 


Tue Cost Curve For STEEL Propuction, 
by Kathryn H. Wylie and Mordecai Eze- 
kiel. From The Fournal of Political Eco- 
nomy, December, 1940, pp. 777-821. 


The significance of this article lies in the 
importance for many marketing policies of 
the relation between volume of output and 
cost of operation. Correlation analyses 
(based upon data published by the United 
States Steel Corporation, together with gen- 
eral data on wage rates and prices) provide 
the authors with what they describe as “at 
least a rough indication of the nature of the 
cost curve” for the Corporation. Fluctuation 
in the percentage of capacity operated was 
found to be the most important single factor 
associated with variations in cost per ton. 
Fluctuations in wage rates in general were 
accompanied by less than proportional vari- 
ations in costs per ton or even in labor costs 
per ton. 


Premium MercuanpisinG, by Harry L. 
Hansen. From the Harvard Business Re- 
view, Winter, 1941, pp. 185-186. 


Premium merchandising went through a 
boom in the 1930’s and is still used very 
widely. This boom differs from a correspond- 
ing one before 1917 in that emphasis has 
been placed upon plans which force quick 
buying action by consumers within a rela- 
tively short period rather than upon plans 
which seek to hold purchasers over long 
periods, as by coupon saving. Premium offers 
are used by a wide variety of trades, take 
many forms and offer many different kinds 
of goods. They raise many merchandising 
problems, which call for careful testing of the 
premiums selected, effective advertising and 
effective plans of distribution. 

Premiums are not a panacea for all mar- 
keting problems; but they apparently have a 
place in selling low priced, packaged con- 
sumer goods which are purchased frequently, 
if the differences between competing products 
are slight and quality cannot be ascertained 
before purchase and use. This merchandising 


device seems to be particularly well suited to 
depression periods. Even if the use of pre- 
miums falls off as incomes rise, however, 
stabilization should occur at a level higher 
than that of the 1920’s. In the event of a war 
emergency, the use of premiums should de- 
cline markedly. 


SaLes Promotion By Premiums As A Com- 
PETITIVE Practice, by John Wolff. From 
the Columbia Law Review, November, 
1940, pp. 1174-IIgI. 

Legislatures for almost 60 years have been 
passing laws directed against the use of pre- 
miums in sales promotion. The Supreme 
Court of the United States in 1916 upheld 
anti-premium statutes enacted in Washing- 
ton and Florida. Some state courts followed 
the lead of the Supreme Court, whereas 
others have persisted in holding that these 
statutes violate the due process clauses of 
state constitutions. The irreconcilable con- 
flict of the authorities demands that the 
question be reexamined with a view to bring- 
ing about a more uniform interpretation of 
the police power. 

The prohibition of premiums may be de- 
fended as a valid exercise of the police power 
on the ground that it is designed to promote 
the welfare of the buying public among 
whom premiums are distributed. Thus, the 
Supreme Court reasoned that legislatures 
may prohibit premiums in the belief that “by 
an appeal to cupidity (they) lead to improvi- 
dence.”’ Again, a prohibition of premiums 
may be supported on the ground that they 
obscure prices. Yet again, it may be argued 
that premiums facilitate an escape from 
price competition. 

The prohibition may also be defended on 
the ground that it is designed to promote the 
welfare of competing sellers and of the econ- 
omy as a whole. Support is given to this 
position by the widespread belief among 
many authorities that premiums tend to de- 
moralize a market in that competitors do not 
have adequate and practicable defenses 
against them. Further support comes from a 
consideration of the injury done to retailers 
who sell merchandise others distribute as 
premiums. 


It can be concluded from these lines of 
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reasoning that anti-premium statutes are a 
constitutional exercise of the police power. 
This position is further fortified by expe- 
rience in European countries. 


CurrHroat Competition, by Lloyd G. 
Reynolds. From The American Economic 
Review, December, 1940, pp. 736-747. 
Cutthroat competition exists in an indus- 

try when the average rate of return on stock- 
holders’ investment remains over a consider- 
able period below the rate which would 
equalize the attractiveness of this industry 
and of other industries to investors. It arises 
only where there is excess capacity accom- 
panied by the inability of producers to con- 
trol production and prices. 

The view that cutthroat competition tends 
in time to correct itself is supported by the 
experience of the cotton textile industry. The 
excess capacity which developed in this in- 
dustry around 1923 was substantially elim- 
inated by 1937, after a readjustment which 
was particularly painful to New England’s 
textile workers. It is clear, however, that 
under some conditions of imperfection in the 
labor market, cutthroat competition can 
continue indefinitely, notably where wages 
can be cut drastically because the labor sup- 
ply is very inelastic downward as a result of 
widespread unemployment or restrictions 
upon alternative opportunities for employ- 
ment. 

Direct approach to the problem through 
price fixing is likely to do more harm than 
good from the public standpoint. The ef- 
fective measures are mostly indirect. They 
lie partly in the field of wage policy, partly 
in the field of cycle policy. The problem thus 
overlaps and merges with the larger problem 
of how to maintain full utilization of resour- 
ces In an expanding economy. 


DruGc Trape Prositems AnD Fair TRADE 
Practices, by Wroe Alderson. From 
Dun’s Review, January, 1941, pp. 25-30. 


Fair trade contracts are an attempt to 
Straighten out a problem of retailer-manu- 
facturer relations which does not necessarily 
react upon retailer-consumer relations at all. 
They require harder thinking about retail 
prices by manufacturers, who are no longer 


protected by“ fuzzy” retailing pricing, which, 
because of wide variation from store to store, 
prevents clear comparisons between compet- 
ing products. The manufacturer can no 
longer relieve pressure upon the general 
price level of a product by taking advantage 
of a situation which pacifies price-conscious 
consumers through giving them opportuni- 
ties to shop around. 

Fair trade legislation might thus prove 
beneficial, on the whole, according to the 
reasoning of economic orthodoxy. If it is de- 
sired that leading drug products be sold at 
prices determined by competitive equilib- 
rium, it must be recognized that the area 
in which such an equilibrium can be estab- 
lished lies directly between the consumer 
and the manufacturer. The latter is the only 
one who is vitally interested in the sale of a 
particular brand. 


Government Purchasing 


In the current emergency the defense for- 
ces have received authority from Congress 
to depart from the customary procedure of 
buying through advertising for bids. Some 
of the implications of this change are con- 
sidered by Charles I. Gragg in “Negotiated 
Contracts,” an article to be found in the 
Winter, 1941, issue of the Harvard Business 
Review. 

Some morals are drawn for producers who 
must sell goods to the government in a case 
study by L. L. Bollinger published in the 
same issue of the Harvard Business Review 
under the title “Dealing with Uncle Sam.” 
Mr. Bollinger compares two companies, one 
of which has and the other has not been able 
to adapt its operations to effective dealing 
with the government. 


Statistical Short Cuts 


Two notes in the Yournal of the American 
Statistical Association for December, 1940 
offer some suggestions to research men who 
are interested in techniques for reducing the 
amount of labor involved in statistical com- 
putation. They are “A Graphic Short Cut 
to the Moving Average Method of Measuring 
Seasonality,” by William A. Spurr, and 


“The Calculation of Correlation Coefficients 
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from Ungrouped Data with Modern Calcu- 
lating Machines,” by P. S. Dwyer. 


Monopolistic Competition 


Those who wish to keep abreast of develop- 
ments in the theory of monopolistic compe- 
tition and their implications for marketing 
will find it desirable to read “Competing 
Products and Monopolistic Competition,” 
by Morris A. Copeland, in the Quarterly 
Fournal of Economics for November, 1940. 
Mr. Copeland’s article is a highly abstract 
treatment of some problems suggested by 
Edward Chamberlin’s The Theory of Mon- 
opolistic Competition. 


Consumer Cooperation 


“Consumers’ Cooperation in Canada, 
1939,” published in the Monthly Labor Re- 
view, November, 1940, offers some con- 
densed data on the operations of consumers’ 
retail, wholesale and credit cooperatives in 
the Dominion. Retail cooperatives affiliated 
with the Cooperative Union of Canada re- 
ported an aggregate sales volume of $5,567,- 
246 in 1939, a ‘net gain” of $757,237, patron- 
age refunds of $172,488, and share capital of 
$601,414. Three provincial wholesalers af- 
filiated with the Union did a business of 
$2,686,070 in 1939, a volume 43- 5 per cent 
larger than that in 1938. The “net gain” ag- 
gregated $112,138, and patronage refunds, 
$73,346. A cooperative oil refinery had a 
business of $979,942 in 1939 and realized a 
“net gain” of $113,354. Data on credit co- 
operatives are for 1938. They list 646 asso- 
ciations with 119,625 members. From incom- 
plete figures it seems probable that their 
loans in 1938 exceeded $8,000,000. 
Reciprocal Trade Agreements 

An attempt to evaluate statistically some 
of the results of reciprocal trade agreements 
is made by Grace Beckett in the Quarterly 
Fournal of Economics for November, 1940, 
under the title “Effect of the Reciprocal 
Trade Agreements upon the Foreign Trade 
of the United States.’”’ She concludes that 
the agreements program has helped to liber- 
alize international commodity movements 
but has not initiated any outstanding in- 





crease in export or import trade, probably 
because, in some instances, not enough sig- 
nificant items were selected for concession 
treatment, whereas, in other instances, the 
concessions granted were too small to have 
much effect upon consumer purchases. The 
program probably has prevented the de- 
velopment of further restrictions upon the 
foreign trade of the United States. 


PAMPHLETS 


A Patrronace Morive Strupy or Kwnox- 
VILLE, TENNESSEE, RETAILERS, by E. O 
Dille. Knoxville, Tenn., University of 
Tennessee Press, October, 1940, 64 pp. 
Although a good many studies have been 

made of the motives which lead consumers 
to buy in particular stores (and more specif- 
ically of the reasons for their preferences as 
between chains and independents), similar 
studies of the motives which guide retailers 
in selecting their sources of supply are vir- 
tually nonexistent. Professor Dille’s report 
makes a first step toward filling this gap in 
our knowledge of marketing. 

Using an elaborate questionnaire, students 
under his direction interviewed and obtained 
usable information from nearly 200 retailers 
of groceries, drugs, dry goods, hardware and 
electrical appliances in Knoxville. The infor- 
mation thus accumulated concerning sources 
of supply patronized by retailers and the 
reasons given by the retailers for their pref- 
erences (especially as between local and 
out-of-town suppliers) will make useful read- 
ing for retailers, wholesalers, manufacturers 
and students. Incidental 
value is provided on such matters as buying 
practices, payment plans and operating ex- 
pense. 


FamMiILy UNEMPLOYMENT: AN ANALYSIS OF 
UNEMPLOYMENT IN TERMS OF FAMILY 
Units, by Don D. Humphrey. Washing- 
ton, Work Projects Administration, 1949, 
144 pp. 

The importance of data on unemployment 
in marketing research is obvious. For some 
purposes, however, the numbers of families 
totally unemployed, partially unemployed, 
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and totally employed are more useful than 
data on the employment status of individ- 
uals, since the family is the principal con- 
sumption unit. 

Because families differ in the number of 
workers they include, special and compli- 
cated statistical techniques are required to 
convert figures on individual unemployment 
into figures on family unemployment. This 
bulletin works out such techniques and ap- 
plies them in sample studies. Although it is 
directed toward problems of relief rather 
than problems of marketing, it will be useful 
to research men who must evaluate the ef- 
fects of unemployment upon family purchas- 
ing power and expenditures. 


REGIONAL Income INpDExEs: A New Key 
To Sates Anatysis. Reprinted from Busi- 
ness Week, November 23, 1940, 16 pp. 


Last November Business Week began 
publication of its new “regional income in- 
dexes.”” These indexes are designed to give 
business executives monthly figures on con- 
sumer income in each of the 12 Federal Re- 
serve districts. The publication plans to 
publish the indexes for one month on about 
the 25th of the succeeding month, thus pro- 
viding information as nearly as possible on a 
current basis. Its purpose is to make within 
three or four weeks a close approximation to 
the monthly income estimate of the United 
States Department of Commerce, which 
does not become available for several months 
and so is useful more as a check upon past 
performance than as a guide in the formula- 
tion of current sales policies. 

The present reprint describes, with as little 
technical phraseology as possible, how the 
index is computed and the ways in which it 
can be used by marketing executives. A 
more technical description is also available 
under the title Statistical Analysis for Busi- 
ness Week’s Report on Regional Income In- 
dexes, November 23, 1940. Both pamphlets 
can be obtained from J. A. Livingston, staff 
economist of Business Week, 330 West 42nd 
Street, New York. 

(Readers of the foregoing will also be inter- 
ested in L. D. H. Weld’s description of the 
trade indexes published monthly in Dun’s 


Review. Mr. Weld’s description appears in the 
issue for January, 1941, under the title, 
“The Regional Trade Barometers: Construc- 
tion and Use.” 

The same readers, if they make use of in- 
dexes of manufacturing output, will be inter- 
ested in a 28-page bulletin, Manufacturing 
Output: 1929-1937, by Sclomon Fabricant, 
which has just been published by the Na- 
tional Bureau of Economic Research. It pre- 
sents some of the important conclusions 
reached in the author’s much larger study 
The Output of Manufacturing Industries: 
1899-1937. The larger study presents a new 
index of production which yields results sub- 
stantially different from those of older in- 
dexes.) 


THREE FUNDAMENTAL PROBLEMS OF Gro- 
cERY (AND OrHerR) Disrrisution, by 
Charles Wesley Dunn, 11 pp. (Available 
from the author, who is counsel for the 
Associated Grocery Manufacturers of 
America, Inc.) 


Problems arising from three unfair trade 
practices invite legislative solution under the 
antitrust laws. These practices are: unfair 
price discrimination by the manufacturer, 
unfair price cutting by dealers in the sale of 
manufacturers’ branded products, and un- 
fair private brand manipulation by dealers, 
especially by large retailers. The solution 
must conform to the twofold purpose of the 
antitrust laws. First, there is the trade pur- 
pose—to preserve the individual right to an 
equal opportunity and fair play in business 
life. Second, there is the consumer purpose— 
to preserve economic price reduction in the 
distribution of essential products. 

Unfair price discrimination by the manu- 
facturer lends itself appropriately to federal 
legislation, and the Robinson-Patman Act 
has made an important contribution to the 
solution of the problem. It needs revision, 
however, to accomplish its trade purpose 
better, since it has some formal defects and 
has had some incidental adverse trade con- 
sequences, notably the prevention of group 
buying on a brokerage basis, pressure toward 
a uniform price by manufacturers which 
discriminates against retailers who buy from 
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wholesalers as compared with those who buy 
direct, and the encouragement of private 
brands. It also needs reexamination from the 
standpoint of its consumer purpose, since it 
ignores price differentials which can be justi- 
fied by economic reasons other than cost, 
gives the Federal Trade Commission autho- 
rity to limit price differences even when they 
can be justified by cost, and has resulted in 
the freezing of wholesale prices at uniform 
levels. 

Unfair price cutting in the sale of manu- 
facturers’ brands lends itself appropriately 
to both federal and state control. The federal 
antitrust law is ineffectual or uncertain as a 
statutory remedy and should be appropri- 
ately amended. State “fair trade” acts have 
important limitations in practice, which have 
prevented their widespread use by grocery 
manufacturers, although they have a prac- 
tical appeal to distributors. Consumer crit- 
icism is growing on the ground that these 
acts permit manufacturers to prevent eco- 
nomic price reductions in the resale of 
branded products. 

State “‘unfair trade” acts, which prohibit 
sales by distributors at prices below invoice 
or replacement cost, whichever is lower, are 
better from the trade point of view than 
“fair trade” acts, because they enact a pub- 
lic rather than a private plan of resale price 
control, limit control to sales below invoice 
or replacement cost and thus permit eco- 
nomic price reduction above that level, are 
mandatory rather than permissive, are not 
so easily subject to misuse because of dealer 
pressure, and have a universal rather than 
selective application to products. Trade 
objections that these acts are difficult to en- 
force and that enforcement must lag behind 
violation, are not serious. More important is 
the consumer objection that the minimum 
markups commonly set by these laws work 
to prevent economic price reduction. Such 
provisions should be omitted from these 
laws. 

The problem of unfair private brand manip- 
ulation by dealers has not been sufficiently 
discussed. Essentially the problem is one of 
the misuse by dealers of their control over 
the machinery of distribution, upon which 





both manufacturers and distributors must 
depend, so as to work in the direction of un- 
lawful monopoly. This problem should be 
met by enforcing existing law to the extent 
that it applies or by writing into the law a 
strong, explicit and enforceable prohibition 
of this practice, unless dealers themselves 
adopt the more desirable course of discon- 
tinuing it. 


Is Ir Scientiric? by Henry G. Weaver. De- 
troit, Customer Research Staff of General 
Motors, 1940, 78 pp. 


Many teachers and students can learn a 
great deal from Mr. Weaver’s vest-pocket 
description of the purposes and procedures of 
the customer research program he has long 
directed. It was prepared for distribution 
within the General Motors organization but 
will appeal to outsiders as well. Like most of 
the author’s widely distributed Thought 
Starters (this one is Thought Starter No. go) it 
is characterized by a thoroughly unorthodox 
originality in its typography. 


Economic ANALYSIS OF THE Foop Sramp 
Pian, by Norman Leon Gold, A. C. Hoff- 
man and Frederick V. Waugh. Washing- 
ton, United States Department of Agri- 
culture, 1940, 98 pp. 


The food stamp plan, which, as of July 1 
1940, was being operated in 83 areas with 
about 1,500,000 consumer participants, is 
intended to raise farm incomes and improve 
the dietary standards of low-income con- 
sumers, using existing channels of food dis- 
tribution in the process. It undertakes to do 
these things by giving a subsidy to low-in- 
come consumers in the form of blue stamps 
which can be used for the purchase of speci- 
fied “‘surplus” foods in any retail outlet. In 
order to maintain the out-of-pocket food 
expenditures of the participants, consumers 
ordinarily receive the blue stamps only when 
they buy minimum quantities of orange 
stamps, which can be used to purchase any 
food product. 

This study undertakes to analyze the re- 
sults of operations under the plan to date. It 
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the plan, the problem of minimizing substi- 
tution of “surplus” commodities for other 
foods previously bought, the selection of 
“surplus” commodities, the costs of the plan, 
the effects of the plan upon retailers, retail 
margins and employment and upon the di- 
etary standards of low-income consumers, 
public reaction to the plan, and its national 
potentialities. 

The authors conclude that farmers and 
low-income consumers would benefit from an 
expansion of the plan. They also conclude 
that if the plan were made available to all 
relief and Work Projects Administration 
families in the United States, the cost to the 
Federal Treasury would be about $400,000,- 
ooo a year and that farm incomes would be 
increased by at least the amount of the sub- 
sidy. 

(The foregoing can well be supplemented 
by reading ‘““The Food Stamp Plan: A Study 
in Law and Economics,” by Samuel Herman, 
the first instalment of which was published 
in the October, 1940, issue of the Journal of 
Business of the University of Chicago, with 
further instalments presumably to appear in 
later issues. 

Supplementary data on some aspects of 
the food stamp plan and the cotton stamp 
plan will also be found in “Effect of the 
Stamp Plan on Living Levels,” by Olive T. 
Kephart, Monthly Labor Review, November, 
1940.) 


War Time Price ConTROL AND THE RETAIL 
TraveE, by Jules Backman. New York, 
National Retail Dry Goods Association, 
1940, 48 pp. Io cents to non-members. 
From a survey of experiences in Great 

Britain, France, Canada and Germany 

since 1938, several conclusions emerge: Re- 

tail price control has been more extensive 
in the current war than in the World War. 

The methods used have included profit limi- 

tation, maximum prices, rationing, priorities, 

reduction i in the number of styles, varieties, 
etc., controls over terms of sale and quality, 
licenses and prohibition of hoarding. En- 
forcement procedures have included volun- 
tary supervision by women’s clubs, civic 
groups, etc., licensing, local committees of 


retailers and consumers, widespread pub- 
licity and heavy penalties for evasion. Prices 
have been fixed usually at some pre-war 
level, although price increases have been 
permitted at times, when warranted by 
justifiable increases in cost. Controls over re- 
tailers’ margins have ranged from permitting 
the retailer to add the pre-war percentage of 
markup to restricting the margin to the same 
absolute amount as in the pre-war period 
without allowance for increase in expenses 
or decreases in the number of units sold. The 
extent to which control is extended is in- 
fluenced by the extent of a country’s par- 
ticipation in the conflict, the adequacy of its 
supplies, the availability of sources of supply 
and its self-sufficiency. 

If the United States should become in- 
volved in war, some combination of the 
various methods of control may be expected. 
To protect themselves, retailers, immediately 
upon the outbreak of war, should make a 
complete list of all their prices and keep 
available any invoices showing costs. They 
should work for a policy of stabilizing prices 
and preventing profiteering and speculation 
rather than of preventing price increases per 
se, for a policy of permitting fixed percentage 
margins rather than fixed absolute margins 
and for a limitation of control to as few prod- 
ucts as possible. They may expect their 
business to be strongly affected by the 
method of war financing adopted. As a mat- 
ter of self-interest they should be fully co- 
operative and follow moderation in their 
pricing policies. While accepting the fact 
that some degree of control is inevitable in 
war time, they can, by their own actions, 
ensure that such control is kept at a mini- 
mum. 


Report or SixtH ANNUAL REsEARCH Con- 
FERENCE ON EcoNnoMICS AND STATISTICS 
AT Cotorapo Sprincs. Chicago, Cowles 
Commission for Research in Economics, 
University of Chicago, 1940, 99 pp. 


The 40 lectures presented at the con- 
ference, which was held from July 1 to July 
26, 1940, are here published in the form of 
brief abstracts. Marketing research men will 
be interested professionally in many of the 
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papers, notably those on the demand for 
steel, tests of sampling error applicable to 
market analysis and control, statistical fore- 
casting methods, cost functions in merchan- 
dising, the war and commodity prices, and 
various problems in statistical theory. 

Since the abstracts are brief, the utility of 
the publication probably will lie chiefly in the 
guides it gives readers to the results of re- 
search they may wish to investigate further. 
The papers are serious-minded, technical and 
based upon careful research, not popularized 
discussions prepared for the general lecture 
platform. Many (but not all) of them call for 
familiarity in reading mathematics and the 
use of advanced statistical techniques upon 
the part of the reader. 


SoutH Brazit: New Lanp or Corton, by 
Omer W. Herrmann. Washington, Farm 
Credit Administration, 1940, 47 pp. 


Between 1921 and 1939, the output of 
cotton in Brazil expanded from less than 
500,000 to approximately 2,000,000 bales. 
Virtually all of this increase has come since 
1933- Mr. Herrmann was sent to Brazil to 
study the significance of this development 
for American cotton growers. The report he 
presents will be of great interest to marketing 
men for its detailed description of the vigor- 
ous cotton-improvement program carried 
through by the state of Sdo Paulo and of the 
cotton-marketing practices in that area. 


TECHNOLOGY ON THE Farm. Washington, 
United States Department of Agriculture, 
1940, 224 pp. 40 cents. 


This special report prepared by an inter- 
bureau committee of the United States De- 
partment of Agriculture is not directly con- 
cerned with problems of marketing but will 
be of great interest to a variety of marketing 
men. It describes the changes which have 
taken place on farms in machines, animals, 
plants and uses of land and in the processing 
and uses of farm products. It then describes 
the past and probable future effects of these 
changes upon the volume of production, 
regional specialization, prices, costs, returns, 
employment, standards of living and the 
national economy. 





The factual data and opinions presented 
warrant careful consideration by marketing 
executives and research men who deal with 
the sale or purchase of farm products, with 
the sale of machinery, supplies or consumer 
goods to the farm market, and with market 
analyses in which agricultural problems play 
a part. It should be added that the report is 
remarkably well done and interesting for its 
own sake to anyone who seeks further en- 
lightenment on the country’s agricultural 


problem. 


Tue YEAR Book or Reraitina. Controllers’ 
Congress of the National Retail Dry Goods 
Association, 1940, 177 pp. $5.00 to non- 
members. 

The materials in this publication are the 
proceedings of the 21st annual convention of 
the Controllers’ Congress held at Chicago 
last June. As with earlier issues, this one 
contains a great deal of information about 
department stores which will be of interest 
to managers of retail stores and to students 
of marketing. The papers and informal dis- 
cussions range over a wide field, extending 
from the details of managerial procedures to 
broad problems of policy raised by the inter- 

national crisis. A useful feature for students 
is a 20-page detailed index of the first twenty 
volumes in this series. 


State Sates Tax Laws. Washington, 
American Retail Federation, 1940, 68 pp. 
As of July 15, 1940, there were 25 sales tax 

laws in effect in 23 states. This bulletin gives 
successively a brief description of the rise of 
sales taxes in this country, a somewhat more 
detailed general description of the forms 
taken by these laws in the states which have 
them, and a detailed digest of each individual 
law. It will be a useful handbook for retailers 
and students of retailing as well as for anyone 
interested in taxation. 


A History oF THE CORRUGATED SHIPPING 
CONTAINER INDUSTRY IN THE UNITED 


Srates, by Wilbur F. Howell. Camden, 

N. J., Samuel M. 

1940, 59 pp. 

This brief history of the rise of the cor- 
rugated paper shipping case will have utility 
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for a wide variety of interests in marketing. 
Some will be attracted by the development of 
the container itself, either as a technical 
problem of manufacture or as a problem in 
product development to meet market needs. 
Others will find useful the discussion of 
patent problems, testing methods, the diffi- 
culties of getting fair transportation rates for 
goods shipped in these containers, and the 
growth of trade associations in the industry. 
The author has long been associated with the 
Robert Gair Company, manufacturer of 
fibre-board containers. The publisher is a 
manufacturer of corrugating machinery. 


ARITHMETIC FOR ReEtait TRAINING. Person- 
nel Group, National Retail Dry Goods 
Association, New York, 1940, 84 pp. Single 
copies, 75 cents. 

This is the third revision of a booklet first 
published in 1931. Designed for use both in 
schools and in store training courses, it de- 
scribes in the simplest possible terms the 
uses and methods of computing such factors 
as discounts, markon, markdown, inventory, 
operating results, turnover, the stock-sales 
ratio, the merchandise budget, open-to-buy 
and operating statements. Its problems can 
readily be adapted for use in many retailing 
and marketing courses. 


National Defense 


Talks made by a number of business 
leaders at regional conferences on national 
defense held late in 1940 have been issued in 
mimeographed form by the Domestic Dis- 
tribution Department of the Chamber of 
Commerce of the United States under the 
titles Consumer Relations and National De- 


fense, National Defense and Consumer goods, 


and Retailing and National Defense. 

As the titles suggest, they will be of inter- 
est particularly to those who must deal with 
retailers’ problems in the current emergency. 
The speakers included: J. E. Harkless, of the 
G. C. Murphy Co., Harrisburg, Pa.; J. E. 
Huffard, of the Chicago House Furnishing 
Co., Bluefield, Va.; Oswald W. Knauth, of 
the Associated Dry Goods Corporation, New 
York; C. Mossman McLean, of Hills, Mc- 
Lean and Haskins, Binghamton, N. Y.; 


Benjamin H. Namm, of the Namm Depart- 
ment Store, Brooklyn; and Charles S. Tip- 
petts, of the School of Business Administra- 
tion, University of Pittsburgh. 


Market Surveys 


The “‘1941 Market Data Book Number” 
of Industrial Marketing was published Octo- 
ber 25, 1940. This 400-page publication, 
which is sold only with subscriptions to the 
magazine, provides a wealth of data on in- 
dustrial and trade markets and the publica- 
tions serving these markets. Data on the 
markets include: (1) Statistical materials 
such as the number of units in each field, 
geographical distribution and sales volume. 
(2) General descriptions of such matters as 
customary channels used, types and amounts 
of goods bought, trade practices and seasons 
peculiar to each industry. (3) Rates, circula- 
tions, mechanical requirements, closing dates 
and frequency of issue of the various publica- 
tions. An elaborate cross-index has been pre- 
pared to make the material more readily 
usable by those who are interested. 

Five additional reports in its Cross Country 
Inventory series have been published by the 
Farm Fournal and Farmer’s Wife. The series 
is presenting data on the farm market for 
consumers’ goods obtained from 2,017 fami- 
lies scattered throughout the country. One 
of the new bulletins gives general data for all 
the families combined and by income groups 
on such matters as location and type of farm, 
tenure, acreage under cultivation, number 
and ages of family members, membership in 
clubs and organizations, education of chil- 
dren, and telephone and electric connections. 
The other four give data on consumption, 
ownership and buying habits for food prod- 
ucts, automotive products, baby products 
and household goods, appliances and equip- 
ment. Additional reports are to be published 
on drugs, cosmetics, clothing and dry goods. 

Another report published by this organiza- 
tion bears the title Retai/ Sales and Expendi- 
tures. It will be of exceptional interest to 
marketing men because it is one of the first 
attempts to compare retail sales in each of 
four classes of cities and urban areas with the 
expenditures made by residents in the same 
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area. The four classes are cities with 100,000 
population and over, 25,000—100,000 popula- 
tion, 2,500-25,000 population and villages 
and farms. Data are presented by geographic 
sections of the country. The figures are esti- 
mates based upon the Study of Consumer 
Purchases, Consumer Incomes in the United 
States, Consumer Expenditures in the United 
States and the 1935 Census of Business. 

The Seventh Annual Downtown Akron Oc- 
cupancy Survey has been published in mimeo- 
graphed form by the Bureau of Business 
Statistics of the University of Akron. Based 
upon a count made in October, 1940, it 
measures and analyzes the nature and extent 
of existing vacancies and describes the 
character of recent occupancy changes in the 
ground-floor store rooms of downtown 
Akron. Comparisons are carried back to 
1934. The study will be useful to some who 
are interested specifically in the retailing 
situation in Akron and to others who may 
want to make similar studies elsewhere. 

That the present year promises to show the 
greatest activity in private residential con- 
struction since 1928, is the principal con- 
clusion reached in Housing and National 
Defense: Outlook for 1947, an 8-page mimeo- 
graphed report published in February by the 
Curtis Publishing Company. The mimeo- 
graph is of interest not only for its data and 
conclusions, but also for a chart which shows 
the relation of private contractors to govern- 
ment housing agencies. 

“Report No. 4” in Life’s Continuing Study 
of Magazine Audiences brings down to 
September 1, 1940, the data which have been 
published from time to time during the last 
two years concerning the numbers and types 
of readers reached by each of four national 
weekly magazines. 


Chain Stores 


Several recent publications of the Institute 
of Distribution will be of use to students of 
marketing for a variety of purposes. The 
Chain Store Bibliography, which lists several 
hundred books, pamphlets, articles, periodi- 
cals, directories and sources of information, 
has been brought up to date as of January 2, 
1941. The Dairy Farmer Gets a Hand and 


King Cotton Takes Command are descriptions 
of the part played by chain stores in the 1940 
National Dairy Month and National Cotton 
Week. 

Facts on Chain Stores offers data on the 
business done by chains, what becomes of 
their sales dollar, the taxes they pay, the em- 
ployment they provide, their owners and the 
organizations which have come out in op- 
position to anti-chain legislation. A number 
of pages giving local data vary according to 
the State in which the bulletin is distributed. 
Two vest-pocket pamphlets based in part 
upon the Institute’s book The Chain Store 
Tells Its Story, carry the titles The Story of 
the American Chain Store and The Case of the 
Small Merchant Grown Larger. 

Chain Stores in’ go and Their Tax Calendar 
for’ 41 is really two publications which have 
been bound together. The review of 1940, 
written by John P. Nichols, gives a con- 
densed summary of developments during the 
year, especially in business done, promotion 
of farm products and anti-chain legislation. 
The calendar lists the dates on which retail 
taxes of various kinds are due and legal 
holidays in all parts of the country. 


Aids to the Consumer 


The Household Finance Corporation, of 
Chicago, is revising some of the numbers in 
its well known Better Buymanship series of 
consumer buying guides. Four of the guides 
which have been revised recently are the ones 
on household textiles, fabrics, meat and dairy 
products. Several numbers in its Stretching 
the Dollar series have also been published in 
1940 editions, among them Money Manage- 
ment for Households, Stretching the Food 
Dollar, Stretching the Home Furnishings Dol- 
lar and Managing on a Small Income. The 
bulletins are sold for 23 cents each (payable 
in stamps) with provision for limited free dis- 
tribution under some circumstances. 

Buying guides for meat buyers have been 
published by three other organizations. 
Federal Beef Grading, a 15-page pamphlet 
published by the United States Department 
of Agriculture, describes the grading methods 
used for meat and discusses the utility of 
grading to consumers, distributors, packers 
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and growers. Meet Your Meat, published by 
the Better Business Bureau of Philadelphia, 
although designed specifically for Philadel- 
phia consumers, will provide good teaching 
material for other parts of the country. Jn- 
formative Labels for Canned Meats, a short 
booklet published by Derby Foods, Inc., of 
Chicago, describes the changes which the 
company has made in its labels for canned 
meat products in response to suggestions 
from an advisory committee of consumers. 
The methods used to determine what changes 
should be made are outlined, and examples 
of “before” and “after” labels are shown. 


Agricultural Marketing 


The Grain Grading Primer first issued by 
the United States Department of Agriculture 
in 1938 has been reprinted in revised form 
under the authorship of Willis B. Combs and 
Fred. G. Smith. In 48 pages, copiously il- 
lustrated, the authors describe such matters 
as the development of grain grading, the 
effects of the United States Grain Standards 
Act, factors which determine the grade of 
grain and the apparatus and methods used in 
grading grain. 

Marketing men, like other economists, will 
be interested in Achieving a Balanced Agri- 
culture, a bulletin originally published in 
1934 and now revised by the United States 
Department of Agriculture. The 74-page 
publication presents in non-technical form a 
summary of the department’s views on the 
needs of the farmer and the purposes and 
accomplishments to date of the New Deal’s 


farm program. 
Interstate Trade Barriers 


Four recent publications of the Federal 
Interdepartmental Committee on Interstate 
Trade Barriers throw additional light on this 
general problem. Two are addresses by the 
committee’s chairman, Paul T. Truitt, which 
provide a good deal of new miscellaneous in- 
formation on the subject. They carry the 
titles Interstate Trade Barriers and Highway 
Transportation and Trade Barriers—A Men- 


ace to Business. The third, also by Mr. Truitt, 
is a mimeographed study outline entitled 4n 
Outline of Certain Factors Involved in the 
Study of the Interstate Trade Barriers Ques- 
tion. It includes a 10-page bibliography. The 
fourth, also mimeographed, describes the 
steps which can be taken against trade bar- 
riers under existing Federal laws. It carries 
the title 4 Summarized Report of the Legal 
Subcommittee of the Interdepartmental Com- 
mittee on Interstate Trade Barriers. 


Trade Associations 


The annual report of the American Insti- 
tue of Steel Construction, of New York, for 
the year ending September 30, 1940, will be 
useful to teachers who need examples of the 
work done by trade associations. It is an 
80-page pamphlet which describes the activi- 
ties of the year in some detail. 


Miscellaneous 


The Zinc Industry: A Mine to Market 
Outline, by Ernest V. Gent, a 30-page booklet 
published by the American Zinc Institute, 
of New York, is devoted primarily to a de- 
scription of the production and uses of this 
important metal. A brief section on market- 
ing will be of interest, however, because of its 
description of the pricing system used by the 
industry. 

In response to many requests from stu- 
dents for information to be used in their 
marketing courses, the RCA Manufacturing 
Company, of Camden, N. J., has issued a 
students’ sales manual to be distributed free. 
The manual, a 21-page mimeograph with a 
catalogue of current radio models attached, 
provides a general background of informa- 
tion about the radio industry and the parent 
company, the Radio Corporation of America, 
then describes in some detail the manufac- 
turing facilities and operations, the products 
and the distribution methods of the manu- 
facturing subsidiary. It is designed particu- 
larly to serve students who choose this 
company for their problem in working up as- 
signments in selling and advertising. 











REPORT ON JOURNAL OF MARKETING 
READER SURVEY 


LAWRENCE C. LOCKLEY 
The Curtis Publishing Company 


Epitor’s Note: As a check upon the effectiveness of its 
own activities, the Editorial Board undertook last summer 
to ascertain through a questionnaire the opinions of the 
readers concerning the fare THE JOURNAL OF MARKET- 
ING has been offering them. Dr. Lockley’s description of 
the findings fits appropriately into an issue devoted largely 
to the proceedings of the annual meeting, since it constitutes 
a sort of report by the Board to the members of the American 
Marketing Association. In printing it, the Board wishes 
to express its deep appreciation to Dr. Lockley for planning 
and conducting the survey and to The Curtis Publishing 
Company for performing the mechanical work involved. 


HE EDITING of a scientific periodical 
Tis an undertaking which needs al- 
most divination in deciding what will 
best serve the interests of readers and, at 
the same time, advance the limits of 
knowledge of the field which the periodi- 
cal covers. THE JOURNAL OF MARKETING 
is as difficult as any in this respect, since 
it has a dual audience of theorists and 
practitioners. 

In order to appraise the possibility of 
setting an editorial formula and to secure 
guidance on future editorial policies, the 
editorial board of THE JOURNAL under- 
took to questionnaire members of the 
Association and subscribers concerning 
their reading of the publication. With 
the generous cooperation of Mr. Donald 
M. Hobart, manager of the Division of 
Commercial Research, The Curtis Pub- 
lishing Company, a questionnaire drawn 
up by the Board was sent to 800 readers 
of THE JOURNAL in the summer of 1940. 

Out of the mailing of 800 question- 
naires, a response of 36.75 per cent, or 
294 was received. These returns were 
classified by the occupation of respond- 
ents as shown in Table 1. 

There appeared to be considerable 
differences in reading preferences among 
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these groups. Table II indicates the in- 
tensity of reading for the various depart- 
ments. 

Throughout the teaching group seems 
to read more completely and more thor- 
oughly, and the advertising group least 
completely. Of the four departments, 
Progress in Marketing Research and Book 
Reviews receive the most regular and in- 
terested reading. Differences—particu- 
larly if they be discounted for any degree 
of rationalization—do not seem to be 
conclusive. And it is notable that each 
of the departments scores over 90 per 
cent readership. 

With respect to the type of article pre- 
ferred, readers concentrated almost en- 
tirely on the six types suggested on the 
questionnaire form. Thirty-one addi- 
tional types (many overlapping) were 
suggested, but the highest count for any 
was six mentions. 

Certain interesting occupational in- 
fluences appear in Table III. Those now 
employed by Government and teachers 
(who possibly have been or hope to be) 
gave first place to articles on public 
policy, whereas those engaged in busi- 
ness rated it at the bottom! Among the 
government and teaching groups, case 
studies were relatively low, whereas 
among the business and advertising 
groups, they were high. 


TaB_e I. 
No. % 
Returns 294 00.0 
Advertising, Publishing, Radio 52 7.7 
Business 97 33-0 
Government 20 6.8 
Teaching 125 42.5 
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Taste II. 
Occupation 
Which of the following Advertising 
departments do you read? Total etc. Business Government Teaching 
No. % No. % No. % No. % No. % 

Total Returns 294 $2 97 20 125 
Answered Question 292 100.0 §I 100.0 96 100.0 20 100.0 125. 100.0 
A.M.A. Notes 

Reads Regularly 161 §5.2 25 49.0 44 45.8 IO §0.0 82 65.6 

Reads Sometimes 102 34.9 16 31.4 4! 42.7 7 35.0 38 30.4 

Never Reads 29 9-9 IO —:119.6 II 2.8 3 15.0 4.0 
Book Reviews 

Reads Regularly 175 59.9 21 41.2 49 51.0 5 26.0 100.~—s« 80.0 

Reads Sometimes 104 35.6 26 §1.0 40 41.7 14 70.0 24 19.2 

Never Reads 13 4.5 4 7.8 7 7.3 I 5.0 I 8 
Abstracts of Articles and Pamphlets 

Reads Regularly 128 643.8 20 39.2 40 41.7 § 26.0 63 50.4 

Reads Sometimes 143 49.0 24 47.1 47 48.9 15 75.0 57 45.6 

Never Reads 21 7 7 4£3.9 9 9.4 -- — 5 4.0 
Progress in Marketing Research 

Reads Regularly 192 65.8 33 64.7 66 68.7 10 50.0 83 66.4 

Reads Sometimes 87 29.8 16 31.4 23 24.0 10 50.0 38 30.4 

Never Reads 13 4-4 2 4.9 7 7.3 — -- 4 2.2 





The low “‘write-in” vote and the gen- 
eral appearance of agreement among 
these columns, make it difficult for the 
members of the Editorial Board to draw 
any very clear conclusion from the tabu- 
lation of replies to this question. 

It was hoped that some guidance 
could be secured by a study of the list of 
other scientific and academic publica- 
tions the audience of THE JOURNAL reads. 
However, 53.8 per cent of the advertising 
group, and 47.4 per cent of the business 
group read no others, whereas only 5.3 
per cent of the government group and 
16.4 per cent of the teachers read no 
others. In all,78 journals were mentioned. 
Among the advertising group, the Four- 
nal of Applied Psychology received the 
highest number of mentions (6, or 11.5 
per cent) and the fournal of the American 
Statistical Association received four men- 





tions. Among the business group, the 
Journal of the American Statistical Asso- 
ciation received the highest number of 
mentions (18.9 per cent) and The Ameri- 
can Economic Review the second highest 
number of mentions (11.6 per cent). 
Among those employed by the Govern- 
ment, the Yournal of the American Sta- 
tistical Association dominated with 57.9 
per cent coverage, and The American 
Economic Review followed with 42.1 per 
cent. The teaching group put The Ameri- 
can Economic Review first with 49.2 per 
cent coverage, and the Harvard Business 
Review second with 26.2 per cent. 
Aside from The American Economic 
Review, the Fournal of the American Sta- 
tistical Association, the Harvard Business 
Review, and The Annals, no journal was 
mentioned by more than 5.6 per cent of 
the total group. It seems clear that the 
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interests of the readers of THE JOURNAL 
OF MARKETING are diverse and divergent 
except at the point of marketing. Pos- 
sibly a wider coverage of fields and ma- 
terials by THE JOURNAL is suggested here. 

The coverage of this group by trade 
journals is amazing. Only 11.5 per cent 
of the group read no trade journals. 
Those in government service are least 
interested in such publications—36.8 per 





would be difficult to find a more hetero- 
geneous list of trade publications than 
this tabulation comprises. Once more, it 
seems safe to conclude that the interests 
of readers of THE JOURNAL OF MARKETING 
are diverse. 

In response to the question, “Would 
you please make any suggestions that 
would make THE JOURNAL OF MARKETING 
more useful to you,” a majority of the 














Taste III. 
Occupation 
Advertising 
What types of articles Total ete. Business Government Teaching 
do you prefer? —_—_——— —_—_———— 
No. % No % No % No % No. % 
Total Returns 294 2 97 20 125 
Answered Question 293 100.0 §I 100.0 97 100.0 20 100.0 I2§ 100.0 
Market Research 214 73.0 42 82.4 76 78.3 14 70.0 82 65.6 
Case Studies 170. 6=- §8..0 9 ns 64 66.0 + 6.0 62 49.6 
Public Policy, marketing legisla- 
tion and control 13 $2.2 IS 29.4 32 33.0 16 80.0 go 72. 
Economics of marketing 150 = §1..2 6 8 3%.4 fo 5.5 12 60.0 72 $7.6 
Marketing channels and institu- 
tions 116 39.6 3 4626.5 40 41.2 IO $0.0 $3 42.4 
Marketing functions 88 30.0 12 3 cs 7 465.0 35 28.0 








Note: 56 readers suggested 31 additional topics, with less than 3% of respondents mentioning the most popular. 


cent reading none—whereas only 1.9 per 
cent of the advertising group read none. 
Coverage by the trade journals dealing 
with advertising is high: Printers’ Ink, 
$2.4 per cent; Sales Management, 36.5 
per cent; ddvertising & Selling, 27.1 per 
cent; Advertising Age, 24.0 per cent; 
Tide, 17.4 per cent; and Printers’ Ink 
Monthly, 16.0 per cent. All four classifi- 
cations of JOURNAL readers read these 
publications with very little change in 
ranking. 

After this list, coverage falls off 
sharply as publications become more 
specialized. A total of 180 trade journals 
are read by the 288 JouRNAL readers who 
answered this particular question. It 


respondents were either satisfied with 
THE JOURNAL or inarticulate. Fifty-two 
per cent made no comment to this or to 
the question, “Have you any more com- 
ments that will help your editor?” An 
additional 6.1 per cent indicated that 
they approved of the publication as it is. 
It is difficult to draw any very specific 
mandate from the suggestions offered by 
the 123 respondents who had comments 
to make. A tabulation of the suggestions 
made by more than 1 per cent of the 
responding group appears in Table IV. 

Probably the only specific conclusions 
are that the business and advertising 
groups want articles that are more prac- 
tical, more real, and shorter. And they 
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are the ones who have no interest in 
making THE JouRNAL more professional 
or scientific! 

The question asking for opinions con- 
cerning specific articles violated one of 
the “rules” of making questionnaires by 
offering a list of 23 titles and the ques- 
tion, ““Would you please check those you 
read, and indicate the impression they 
made on you?” The Board of Editors 











more interested in the more theoretical 
aspects of marketing. Yet in the diver- 
gences among the four groups, there 
seems to be no interpretation that would 
be alarming to an editor. And the vote 
seems to have been sincere and thought- 
ful, because the answers to another ques- 
tion (‘Will you please note the titles of 
those articles which most closely indicate 
the type of material you believe THE 











Taste IV. 
Occupation 
Would you please make any suggestions Advertising 
that would make THE JOURNAL OF Total ete. Business Government Teaching 
MARKETING more useful to you? ——— SS Ss 
No % No. % No. &% No % No. % 
Suggestions 
Change type of article 
Make more practical, less academic 29 «9.9 6 11.5 is Si.2 3.«IS..0 . £6 
Pay more attention to actual marketing 
problems 29 («9.9 - 8.8 18 18.6 -- 8 6.4 
Condense articles more 18 6.1 6 11.5 6 6.2 : 3.0 5 4.0 
Make more professional or scientific o 4.2 —_ — — 2 10.0 7 §.6 
Have fewer rewritten speeches and other 
rehashed data ‘i Bes —_-_ — 2 2.1 - 2 1.6 
Have more (or less) of certain types of article 
More case studies s 64.49 2 3.8 —_-_ — I 5.0 8 6.4 
More on research techniques 9 3.1 4 77 — - - I 8 





believed that the interest of readers of 
THE JOURNAL OF MARKETING in helping 
edit the publication was an adequate ex- 
cuse for the imposition of so formidable 
a question. 

In the answers to this question appear 
the most significant differences between 
the four types of reader. An attempt to 
relate the actual reading choices of the 
four types of readers with their abstract 
preferences is difficult. Certainly, the ad- 
vertising and business groups did not 
concentrate their reading markedly on 
those articles which were most practical, 
nor those which offered case studies or 
histories, nor on those which were short- 
est! The academic group appeared to be 


JOURNAL should publish?’’) follow this 
reading distribution rather closely. 

If the 37 per cent of readers who re- 
turned completed questionnaires are 
typical of the 63 per cent who did not 
reply, it is fair to conclude that reading 
of THE JOURNAL is thorough, and that 
most readers are well pleased with the 
publication as it now stands. The adver- 
tising and business groups would like the 
articles to be “‘a little more practical”’; 
but their selection of reading does not 
indicate that they concentrated particu- 
larly on the more “practical” articles 
actually published. Of course, there is 
always an implicit condition in the pref- 
erence for “more practical” articles: that 
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is, that they should also fall within the 
field of interest of the individual who 
wishes the “more practical” type of 
article! 

As a result of this study, the Editorial 
Board feels that the editorial policies 
which have been followed should be con- 
tinued, and that every effort should be 
made to secure articles of high quality. 


It must be remembered that an editor 
makes a book from the material he can 
secure—he does not write the articles. 
A continued interest, then, and a willing- 
ness to submit articles for publication 
constitutes the greatest contribution the 
readers of THE JOURNAL can make to- 
ward helping the editors maintain and 
improve its past quality. 








————EE 





me 




















A.M.A. Notes 


ALBERT HARING 


Secretary 








PRESIDENT’S LETTER 
To Members of The American Marketing Association: 

Two points concern your elected officers: (1) The 
efficient operation of the Association. (2) The publica- 
tion of THE JOURNAL OF MARKETING 

THE jouRNAL is in the capable hands of the Editorial 
Board, under its Editor-in-chief, Ewald T. Grether. 
Constructive criticism has been sought through a 
questionnaire survey, the results of which are published 
in this issue. Experience indicates that the Board has an 
excess of articles over and above space alotted for each 
issue. However, the Board constantly seeks additional 
and better material for publication. Members are in- 
vited both to submit articles for publication and to 
indicate possible sources of material to the editors. 

Your Association has expanded its membership 
gradually; but there are outside its ranks a number of 
teachers and practitioners who should become members. 
With a slight increase in membership during 1941, a 
larger appropriation may be devoted to the publication 
of THE JOURNAL and to the other activities of the As- 
sociation. Each member is asked to aid the Membership 
Committee, keeping in mind the strict qualification for 
membership defined by the Constitution. 

Committee appointments appear in this issue. Com- 
mittees which have been named to date do not include 
all committees nor all membership on committees for 
the year. Remaining appointments will be published in 
the July issue. Your officers welcome suggestions, since 
all committees are designated as working appointments 
and are regarded as an acceptance of an obligation to 
the Association. 

The annual, mid-year meeting will be held at Indiana 
University, Bloomington, Indiana, on Friday and 
Saturday, June 20-21. The Association will be the guest 
of Indiana University with the promise of facilities 
not equalled in previous years. Members will find an 
opportunity to combine a summer holiday with a solid 
program during the two-day meeting. The December 
meeting will be held in New York City. 

The objectives of our Association are more ambitious 
than the attainment during any one year because of 
limited finances and the extent of voluntary labor. Your 
officers request of each member his assistance toward 
the realization of the goal set forth in the Constitution. 
Criticisms and suggestions are invited. Within a short 
while, a questionnaire will be mailed each member to 
ascertain individual interests of our group. 

Howarp T. Hovpe 
President 





ANNUAL, MID-YEAR MEETING 


The national association will hold its 
spring meeting in cooperation with the re- 
cently admitted Cincinnati and Indianapolis 
chapters on the campus of Indiana Univer- 
sity at Bloomington, Indiana. The sessions 
will begin on the morning of Friday, June 
20, and extend through a luncheon meeting 
on Saturday, June 21. Preliminary programs 
will be mailed out in April and the final pro- 
gram will be available late in May. Program 
suggestions are welcome and may be sent to 
any member of the Program or Local Ar- 
range nents Committees. The 
for the spring sessions are: 

Program Executive Committee: Albert Har- 
ing, Chairman, Indiana University, Bloom- 
ington, Indiana; R. R. Sharrock, University 
of Cincinnati, Cincinnati, Ohio; Edward L. 
Van Riper, Sidener & Van Riper, go1 Circle 
Tower, Indianapolis, Ind. 

Program Advisory Committee: H. H. Mayn- 
ard, Chairman, Ohio State University, Co- 
lumbus, Ohio; Robert Arkell, J. L. Hudson 
Company, Detroit, Michigan, C. C. Chap- 
elle, 360 N. Michigan Avenue, Chicago, II- 
linois; Fred E. Clark, Northwestern Univer- 
sity, Evanston, Illinois; Paul D. Converse, 
University of Illinois, Urbana, Illinois; Royal 
E. Davis, Goodyear Tire & Rubber Com- 
pany, Inc., Akron, Ohio; Howard W. Green, 
1001 Huron Road, Cleveland, Ohio; Dudley 
M. Phelps, University of Michigan, Ann 
Arbor, Michigan; S. Teitelman, Armour & 
Company, Chicago, Illinois. 

Local Arrangements and Entertainment: 
John F. Mee, Chairman, Indiana University, 
Bloomington, Indiana; Elmer L. Beeler, In- 
diana Bell Telephone Company, Indiana- 
polis, Indiana; C. H. Sandage, Miami Uni- 
versity, Oxford, Ohio; Arthur M. Weimer, 
Indiana University, Bloomington, Indiana. 


committees 
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COMMITTEE APPOINTMENTS 


The following committee chairmen and 
committees have been appointed for 1941. 
Because of the time limitation in selecting 
effective committees, it was possible to pre- 
pare only a partial roster of committees and 
their members for publication in this issue. 
Additional appointments will be published 
in the July issue. The President and Secre- 
tary of the Association are ex-officio mem- 
bers of all committees. 


Executive Committee: 


Howard T. Hovde, President, Wharton 
School of Finance and Commerce, Univer- 
sity of Pennsylvania, Philadelphia, Pennsyl- 
vania; Albert Haring, Secretary, School of 
Business, Indiana University, Bloomington, 
Indiana; Donald R. G. Cowan, Immediate 
Past President, Republic Steel Corporation, 
1403 Republic Building, Cleveland, Ohio. 


Publications Committee: 

Objective: To record progress in marketing 
through the publication of a Journal. 

Ewald T. Grether, Chairman, University 
of California, Berkeley, California; Reavis 
Cox, University of Pennsylvania, Phila- 
delphia, Pennsylvania; Robert N. King, 
B.B.D. & O., 383 Madison Avenue, New 
York City; Roland S. Vaile, University of 
Minnesota, Minneapolis, Minnesota. 


Committee on Professional Status. 


Objective: Continuing Committee operat- 
ing to encourage and uphold sound, honest 
practices, and to keep marketing work on a 
high ethical plane, under Resolution passed 
at December meeting, published on p. 324, 
JOURNAL OF MARKETING, January, I94I. 

Ferdinand C. Wheeler, Chairman, Asso- 
ciation of Food Distributors, too Hudson 
Street, New York City; Hugh Agnew, New 
York University, Washington Square, New 
York City; Paul T. Cherington, McKinsey 
& Company, 2 Wall Street, New York City. 

To be expanded to 30 or 50 members as 
prescribed by the Resolution. 


Committee on Chapter Organization: 
Objective: To work with established Chap- 
ters and to organize new Chapters. 





Frank R. Coutant, Chairman, Pedlar & 
Ryan, Inc., 250 Park Avenue, New York 
City; Robert Arkell, J. L. Hudson Company, 
Detroit, Michigan; Milton E. Brooding, Cal- 
ifornia Packing Corporation, San Francisco, 
California; Burton E. Ebert, R. F. D. No. 1, 
Malvern, Pennsylvania; K. G. Fuller, U. S. 
Steel Corporation, 436 Seventh Avenue, 
Pittsburgh, Pennsylvania; Howard W. 
Green, 1001 Huron Road, Cleveland, Ohio; 
Rene Pepin, Household Magazine, 420 Lex- 
ington Avenue, New York City; John R. 
Riggleman, 30 Drummond Avenue, Chevy 
Chase, Maryland; George W. Robbins, Uni- 
versity of California, Los Angeles, Califor- 
nia; R. R. Sharrock, University of Cincin- 
nati, Cincinnati, Ohio; Eldon C. Shoup, 
F. H. Palmer Company, 177 State Street, 
Boston, Massachusetts; S. Teitleman, Ar- 
mour & Company, Chicago, Illinois; Ed- 
ward L. Van Riper, Sidener & Van Riper, 
Inc., go1 Circle Tower, Indianapolis, In- 
diana. Ex-officio Vice Presidents Archibald 


Crosby and Alvah B. Wheeler. 


Membership Committee: 

Objective: To extend memberships within 
limits prescribed by the Constitution and 
By-Laws and to cooperate with local Chap- 
ter Committees. 

Donald R. G. Cowan, Chairman, Republic 
Steel Corporation, 1403 Republic Building, 
Cleveland, Ohio; William Billig, University 
of Southern California, Los Angeles, Califor- 
nia; Charles D. Bohannan, Bureau of Public 
Roads, U. S. Department of Agriculture, 
Washington, D. C.; Harry P. Britan, John 
Deere Plow Company, 1025 West Washington 
Street, Indianapolis, Indiana; C. C. Chap- 
elle, 360 North Michigan Avenue, Chicago, 
Illinois; Richard L. Edsall, J. T. Chirurg 
Company, Park Square Building, Boston, 
Massachusetts; John H. Frederick, 103 Wag- 
goner Hall, University of Texas, Austin, 
Texas; Philip A. Johnston, Philip Carey 
Company, Lockland, Ohio; Charles D. 


Kean, Boston University, Boston, Massa- 
chusetts; John C. Spurr, McGraw-Hill Pub- 
lishing Company, Commercial Trust Build- 
ing, Philadelphia, Pennsylvania; James Wer- 
blow, Polygraphic Company, 310 East 45th 
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Street, New York City; Robert H. Willson, 
California Chain Stores Association, 1045 
Monadnock Building, San Francisco, Cali- 
fornia. 


Teaching Materials Committee: 


Objective: To search out and collect suita- 
ble material for class use to be mailed to 
teachers by the Association or through co- 
operating organizations. To contribute to 
improvement of teaching of marketing. 

C. H. Sandage, Chairman, Miami Uni- 
versity, Oxford, Ohio; Ira D. Anderson, 
Northwestern University, Evanston, Illinois; 
Robert R. Aurner, University of Wisconsin, 
Madison, Wisconsin; C. E. Bellatty, Boston 
University, Boston, Massachusetts; S. R. 
Bernstein, Advertising Age, 100 East Ohio 
Street, Chicago, Illinois; Dorothea Brennan, 
Lithographers National Association, 295 
Madison Avenue, New York City; Franklin 
R. Cawl, Farm Fournal, \nc., Washington 
Square, Philadelphia, Pennsylvania; Ross 
M. Cunningham, Massachusetts Institute 
of Technology, Cambridge, Massachusetts; 
Alfred T. Falk, Advertising Federation of 
America, 330 West 42nd Street, New York 
City; H. A. Frey, Toledo University, Toledo, 
Ohio; Werner K. Gabler, American Retail 
Federation, 1627 K Street, N. W., Washing- 
tou, D. C.; Noel P. Laird, Franklin and 
Marshall College, Lancaster, Pennsylvania; 
Glenn N. Merry, New York University, 
Washington Square, New York City; Her- 
man C. Nolen, Ohio State University, Co- 
lumbus, Ohio. 


Committee on Definitions: 

Objective: To work toward a more exact 
usage of marketing terms. 

R.S. Alexander, Chairman, Columbia Uni- 
versity, New York City; John Albright, 
Bureau of the Census, Commerce Building, 
Washington, D. C.; R. A. Balzari, McGraw- 
Hill Publishing Company, 68 Post Road, 
San Francisco, California; Ralph F. Breyer, 
Wharton School, University of Pennsylva- 
nia, Philadelphia, Pennsylvania; Ralph Cas- 
sady, Jr., University of California, Los An- 
geles, California; George R. Collins, New 
York University, New York City; Charles 
F. Phillips, Colgate University, Hamilton, 


New York; Frank M. Surface, Standard Oil 

Company of New Jersey, 26 Broadway, New 

York City. 

Committee on Income Classifications (Con- 
tinuing Committee): 

Objective: Report to recommend standards. 
To improve the methods and techniques of 
marketing research. 

L. D. W. Weld, Chairman, McCann- 
Erickson, Inc., 50 Rockefeller Plaza, New 
York City; Wroe Alderson, Curtis Publish- 
ing Company, Independence Square, Phil- 
adelphia, Pennsylvania; Chester E. Haring, 
Hooper-Holmes, Inc., 102 Maiden Lane, 
New York City; Everett R. Smith, Mac- 
Fadden Publications, 122 East 42nd Street, 
New York City; Wilford L. White, Depart- 
ment of Commerce, Washington, D. C. Ad- 
ded members: Archibald M. Crossley, Cros- 
sley, Inc., 330 West 42nd Street, New York 
City; Layman L. Hill, Servel, Inc., Evans- 
ville, Indiana; D. E. Robinson, Federal Ad- 
vertising Agency, Inc., 440 Madison Avenue, 
New York City. 

Committee on Marketing and Media Areas 

(Revived Committee): 

Objective: To cooperate with Census Bu- 
reau, to explore possibility of superimposing 
Media Areas on basic Metropolitan Areas 
and to recommend standards. To improve 
the methods and technique of marketing 
research. 

Nelson H. Seubert, Chairman, Forshew 
and Jacobus, 347 Madison Avenue, New 
York City; Hugh M. Beville, Jr., National 
Broadcasting Company, 30 Rockefeller Pla- 
za, New York City; John E. Brennan, Out- 
door Advertising, Inc., 60 East 42nd Street, 
New York City; Frank R. Coutant, Pedlar 
& Ryan, Inc., 250 Park Avenue, New York 
City; Herman S. Hettinger, Wharton School, 
University of Pennsylvania, Philadelphia, 
Pennsylvania; Rene Pepin, Household Mag- 
azine, 420 Lexington Avenue, New York 
City. 


(To be expanded) 


Committee on Coordinated and Cooperative 
Marketing Research: 


Objective: To encourage joint projects si- 
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multaneously carried on in different geo- 
graphical areas and to seek funds for spon- 
sorship. To foster scientific study and re- 
search in the field of marketing. 

Edmund D. McGarry, Chairman, Uni- 
versity of Buffalo, Buffalo, New York; R. S. 
Alexander, Columbia University, New York 
City; Ralph Cassady, Jr., University of 
California, Los Angeles, California; Roland 
S. Vaile, University of Minnesota, Minneap- 
olis, Minnesota. 

(Committee to be enlarged as necessary) 


Committee on Marketing Personnel: 


Objective: To improve marketing person- 
nel and study personnel problems, including 
functions of former committee on placement. 

D. M. Phelps, Chairman, University of 
Michigan, Ann Arbor, Michigan. 

(Chairmen of Placement Committees of 
Local Chapters and others to be named.) 


Program Committee for December Meeting: 


Wroe Alderson, Chairman, Curtis Pub- 
lishing Company, Philadelphia, Pennsylva- 
nia. 

(Executive Committee members and others 
to be named.) 


Representative to Foint Committee on Local 
Arrangments, Allied Social Science Associa- 
tions: 


R. B. Jenkins, New York University, New 
York City. 


New York Advisory Committee on Local Ar- 
rangements for December Annual Meeting: 


Objective: To cooperate with Program 
Committee and assist American Marketing 
Association representative on Committee on 
Local Arrangements of the Allied Social 
Science Associations. 

Rene Pepin, Chairman, Household Maga- 
zine, 420 Lexington Avenue, New York City; 
H. M. Beville, Jr., National Broadcasting 
Company, 30 Rockefeller Plaza, New York 
City; R. Parker Eastwood, Columbia Uni- 
versity, New York City; Robert N. King, 
Batten, Barton, Durstine & Osborn, 383 
Madison Avenue, New York City; Nelson 
H. Seubert, Forshew & Jacobus, 347 Madi- 





son Avenue, New York City; R. B. Jenkins, 
Representative of Joint Committee on Local 
Arrangements, Allied Social Science Asso- 
ciations, New York University, Washington 
Square, New York City. 


Committee on Visual Aids to Instruction: 


Objective: To suggest standard procedure 
for visual aids, to encourage exchange of 
materials, and to originate material for ex- 
change. 

Dale Houghton, Chairman, New York 
University, New York City. 


(Other members to be named.) 


Membership Personnel Data Committee.: 


Objective: To explore possibility of annual 
collection of data on specific interests of 
members with objective of publication with 
code numbers and recommendation of pro- 
cedure. 

Malcolm D. Taylor, Chairman, Univer- 
sity of North Carolina, Chapel Hill, North 


Carolina. 


(Additional members to be named.) 


CHAPTER ACTIVITIES 

The local chapters of A.M.A have been 
mentioned from time to time in A.M.A notes. 
It is felt, however, that it is desirable to give 
special emphasis to chapter activities. Be- 
ginning with this issue, the executive officers 
of each chapter will be listed regularly in 
this section of THE JOURNAL OF MARKETING. 
Similarly, information about chapter meet- 
ings and other activities will be summarized. 
The officers of each and every chapter extend 
a welcome to out-of-town visitors and hope 
that visiting members will plan to attend 
chapter meetings whenever this is possible. 
Members moving from one locality to an- 
other are also invited to contact the officers 
of the chapter in the area into which they 
have shifted. With limited space, the empha- 
sis given to an individual chapter will of 
necessity vary from issue to issue but it is 
hoped that the activities of every chapter 
can be adequately described during each 
year. 
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Chicago Chapter 


Chairman: Sam Teitleman 
Secretary: J. J. Martin 


The Chicago Chapter holds dinner meet- 
ings beginning at 6:30, usually on the third 
or fourth Tuesday of the month, although 
the date is varied somewhat to meet the 
convenience of the speakers. 

In March, Wroe Alderson spoke on “In- 
come Classifications and Their Use.” Archi- 
bald Crossley is scheduled to speak on April 
22, taking as his topic, “Radio Research.” 
The May meeting, to be held on May 17, 
will be a clinic to be conducted jointly with 
the Sales Execution Club. Current officers 
whose term expires in the spring of 1941 
follow: President: Sam Teitelman, Armour 
& Company, Chicago, Illinois; 1st Vice-Presi- 
dent: L. A. Bosch, Northwestern University, 
Evanston, Illinois; 2nd Vice-President: J. 
M. Willem, Stack-Goble Company, Chi- 
cago, Illinois; Secretary: J. J. Martin, Henri, 
Hurst & McDonald, Inc., Chicago, Illinois; 
Treasurer: S. F. Townsend, Business Re- 
search Corporation, Chicago, Illinois. 

Directors: S. R. Bernstein, Advertising 
Age. E. K. Hartenbower, National Broad- 
casting Company; J. R. Hawkinson, North- 
western University; R. W. McMurray, 
Psychological Corporation; D. H. Sundberg, 
Branham & Company. 


Cincinnati Chapter 
Chairman: R. R. Sharrock 
Secretary: James A. Hamilton 
Dinner Meetings, Second Wednesdays 
of each month at the Gibson Hotel. 


This Chapter, informally organized for 
some time, has become an active participant 
in the affairs of the American Marketing As- 
sociation since the beginning of this year. 
Newly elected officers include: R. R. Shar- 
rock, President, University of Cincinnati; 
William C. Savage, Vice-President, The Cin- 
cinnati Post: James A Hamilton, Secretary 
and Treasurer, The U. S. Printing & Litho- 
graph Company, Norwood, Ohio. Directors 
are: Philip A. Johnson, The Philip Carey 
Company, Lockwood, Ohio, who is also 
chairman of the membership committee; 


C. H. Sandage, Miami University, Oxford, 
Ohio; E. E. Kirkpatrick, Ohio National Life 
Insurance Company and Robert P. Marsh, 
Compton Advertising Agency, both of Cin- 
cinnati; and Christopher W. Browne, The 
U. S. Printing & Lithograph Company, Nor- 
wood Ohio. 

At the March meeting, W. R. Spurlock, 
Manager of the Market Research Division, 
Eli Lilly Company, Indianapolis, was the 
guest speaker. In April, J. F. Grimes, Presi- 
dent, Independent Grocers Alliance of Amer- 
ica, Chicago, is scheduled to speak. Discus- 
sions follow presentations by speakers. 


Indianapolis Chapter 


Chairman: E. L. Van Riper 
Secretary: E. L. Beeler 
Dinner Meetings, Second Wednesdays 
of each month at the Washington Hotel 


The head of the Chapter may be reached 
at Sidener and Van Riper, Inc., Circle 
Tower; the Secretary, at the Indiana Bell 
Telephone Company. Harry P. Britan, John 
Deer Plow Company, 1025 W. Washington 
Street, Indianapolis, has been appointed 
chairman of the local membership commit- 
tee. 


New England Chapter 
Chairman: Eldon C. Shoup 


Secretary: Gerald B. Tallman 
Quarterly Meetings at Boston 


Ross Cunningham, Assistant Professor of 
Marketing, Massachusetts Institute of Tech- 
nology, was assigned by the national body 
the responsibility of organizing a New Eng- 
land Chapter. He formed a local organizing 
committee composed of himself as chairman, 
Freeman Young of Lever Brothers Com- 
pany, Harold Smith of the Bureau of Foreign 
and Domestic Commerce, William Apple- 
baum of the Economy Grocery Stores Cor- 
poration, Professor Harry Hansen of the 
Harvard Business School and Richard Edsall 
of the James T. Chirurg Company. 

As a result of the preliminary work of this 
committee, an organization meeting at- 


tended by abaut forty men from this area 
was held on October 3, 1940. At that time 
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the constitution was adopted and a nomina- 
tion committee and temporary program com- 
mittee were appointed. In the election held 
in November, the following slate of officers 
was elected: 

President: Eldon C. Shoup, F. H. Palmer 
Company, Boston, Massachusetts. 

Vice-President: Freeman Young, Lever 
Brothers Company, Cambridge, Massachu- 
setts. 

Secretary: Gerald B. Tallman, Massachu- 
setts Institute of Technology, Cambridge, 
Massachusetts. 

Treasurer: William Applebaum, Economy 
Grocery Stores Corporation, Boston, Massa- 
chusetts. 

Executive Committee: The Executive 
committee is comprised of the above four 
officers and of four elected members: Wilfred 
E. Booth, The Foxboro Company, Foxboro, 
Massachusetts, Ross M. Cunningham, Mass- 
achusetts Institute of Technology, Cam- 
bridge, Massachusetts, Harold P. Smith, 
Bureau of Foreign & Domestic Commerce, 
Boston, Massachusetts, Harry R. Tosdal, 
Harvard Business School, Boston, Massa- 
chusetts. 

Chairmen of the committees on program, 
membership and publicity are also members 
of the executive council. Committee chair- 
men appointed by President Shoup to date 
have been: 

Program: Harry Hansen, Harvard Busi- 
ness School, Soldiers Field, Boston, Massa- 
chusetts. 

Membership: Richard Edsall, James T. 
Chirurg Company, Boston, Massachusetts. 

Publicity: C. D. Kean, Boston University, 
Boston, Massachusetts. 

Project: Freeman Young, Lever Brothers 
Cempany, Cambridge, Massachusetts. 

The first regular meeting of the association 
was held December § and attended by fifty- 
three men. The second meeting of the New 
England Chapter was held in conjunction 
with the Boston Sales Managers Conference 
on January to. For this year at least it is 
planned to hold meetings on a quarterly 
basis. Plans for more frequent meetings next 
year or for subsidiary specialized group meet- 
ings between quarterly meetings are being 





considered; but the pattern of programs has 
not as yet been definitely established. 


New York Chapter 
Chairman: René Pepin 
Secretary: John E. Graham 

Luncheon Meetings, Third Thursdays 

at West Ball Room, Hotel Commodore 

The activities of this Chapter are well 
described in the extensive list of officers and 
committees. These are: 

President: René Pepin, The Household 
Magazine, 420 Lexington Avenue, New York 
City. 

Vice-President: Philip Salisbury, 420 Lex- 
ington Avenue, New York City. 

Treasurer: F. Stanley Newberry, Jr., 
Ruthrauff & Ryan, Inc., 405 Lexington 
Avenue, New York City. 

Secretary: John E. Graham, Graham Re- 
search Service, 19 East 47th Street, New 
York City. 

Committee Chairmen: 

Program: Thomas Hughes, Director Brown 
& Thomas, Inc., 10 Rockefeller Plaza, New 
York City. 

Outing: Hugh M. Beville, Jr., Director 
National Broadcasting Company, Rocke- 
feller Center, New York City. 

Publicity: Sander Heyman, Schenley Im- 
port Corporation, 350 Fifth Avenue, New 
York City. 

Reception: Dan Greene, Manufacturers’ 
Institute. 

Membership: James Werblow, Polygraph- 
ic Company of America, Inc., 304 East 45th 
Street, New York City. 

Employment: Samuel E. Gill, 52 Vander- 
bilt Avenue, New York City. 

Christmas Party: Frank R. Coutant, Ped- 
lar & Ryan, Inc., 250 Park Avenue, New 
York City. 

The Executive Committee of the New 
York Chapter has recently passed a rather 
interesting resolution concerning men enter- 
ing the military service. 

“That any member of the New York 
Chapter of the American Marketing Asso- 
ciation who has been called to uniform for 
U. S. Military Service, will be refunded the 
dues he has paid that chapter for that year. 
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He will continue to receive notices of meet- 
ings of the chapter and be kept informed of 
its other activities.” 

Recent speakers before the New York 
Chapter included Howard T. Hovde, Presi- 
dent of the national organization who talked 
on “Consumer Goods Marketing and the 
National Defense Program,” and Vergil D. 
Reed, Acting Director, U. S. Bureau of the 
Census. This Chapter will be the host to the 
national organization for the Annual De- 
cember Meetings to be held in connection 
with the Allied Social Science Associations 
between Christmas and New Years. 


Philadelphia Chapter 
Chairman: Burton E. Ebert 
Secretary: John C. Spurr 
Dinner Meetings, Third Thursday 
of each month at the Engineers Club 

The head of the Chapter may be reached 
at the Scott Paper Company, Chester; the 
Secretary is assistant manager, Eastern Dis- 
trict, McGraw Hill Publishing Company, 
i6 S. Broad Street, Philadelphia. Election 
of officers for the remainder of 1941 takes 
place at the spring meeting. 

Recent meetings were devoted to “Plastic 
Progress with the Aid of Sound Marketing,” 
at which H. S. Spencer, Durez Plastics & 
Chemicals, Inc., North Tonawanda, N. Y. 
was the speaker: “Testing Copy and Evalu- 
ating Advertising Results,” by W. B. Rick- 
etts, N. W. Ayer & Son; “National Income 
Indexes,” by J. A. Livingston, Economist of 
Business Week; “Arithmetic For Sales Man- 
agement,” by Frank W. Hankins, Marketing 
Consultant; “Marketing Research at the 
Henry Disston & Sons, Inc.,” by Irving 
Wilder who is in charge of the department. 

The local Chapter has formed a special 
committee to cooperate with Miss Mary 
Louise Alexander, Director, Bibliographical 
Planning Committee of Philadelphia, who 
was one of the speakers on “Sources of In- 
formation for Business Men.” Miss Alex- 
ander, who organized and managed for fifteen 
years the library of Batten, Barton, Durstine 
and Osburn, has recently undertaken a study 
for the Carnegie Foundation of library facili- 
ties in this area. The local Chapter is aiding 


in the extension of source material for busi- 
ness men. 

The annual March meeting was jointly 
sponsored by the Chapter, the Industrial 
Advertising Association, the Philadelphia 
Sales Managers Club and several other co- 
operating groups. A program, extending from 
the afternoon through the evening, included 
American Marketing Association members, 
Philip Salisbury, national Director and Exe- 
cutive Editor of Sales Management; Alvah 
Wheeler, national Vice-President and Ad- 
vertising Manager of Modern Industry ; How- 
ard T. Hovde, national President; J. H. Rob- 
bins, President of American Pulley Com- 
pany, and others from the field of marketing, 
advertising, selling and production. The pro- 
gram was designed for executives, of which 
several hundred were in attendance. Mason 
Britton, Director of Tools, Office of Produc- 
tion Management, was the dinner speaker, 
presenting “America’s Place and Plans in 
Speeding Defense Needs.” 


San Francisco Chapter 
Chairman: Milton E. Brooding 
Secretary: John Langdon Taylor 
Meeting about once a month 

Newly elected 1941 officers and commit- 
tee appointments of the Chapter follow: 

President M. E. Brooding, California 
Packing Corporation, 1o1 California St., 
San Francisco. 

Vice-President: H. R. Wellman, College 
of Agriculture, University of California, 
Berkeley, California. 

Secretary-Treasurer: J. L. Taylor, Lord 
& Thomas, 1515 Russ Building, San Fran- 
cisco. 

Executive Committee: William A. Sturm, 
California State Chamber of Commerce, 350 
Bush Street, San Francisco; H. E. Erdman, 
Giannini Foundation, University of Califor- 
nia, Berkeley, California; David E. Faville, 
Graduate School of Business, Stanford Uni- 
versity, Palo Alto, California. 


Program Committee: J. S. Moriarty, 


Chairman, U. S. Bureau of the Census, 111 
Custom House, San Francisco; G. R. Barth 
(Food Products) 210 California St., San 
Francisco; R. S. Frothingham, Facts Con- 
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solidated, 111 Sutter St., San Francisco; Mil- 
ton Sapiro (Attorney) 2408 Russ Building, 
San Francisco; J. W. Tapp, Bank of Ameri- 
ca, 1 Powell St., San Francisco. 

Membership Committee: Robert H. Will- 
son, Chairman, California Chain Stores As- 
sociation, 1045 Monadnock Bldg, San Fran- 
cisco; G. G. George, San Jose State College, 
San Jose, Cal; Robert Heath, Acme Brewer- 
ies, 762 Fulton St., San Francisco; B. J. 
Lynip, Jr., Calif. & Hawaiian Sugar Refining 
Corp., Matson Building, San Francisco; 
Dana F. Nelson, Fibreboard Products, Inc, 
710 Russ Building, San Francisco. 

Publicity Committee: Julian P. Ran- 
dolph, Chairman, Bureau of Advertising, 
A.N.P.A., 857 Russ Building, San Francisco; 
R. W. Doe, Safeway Stores, Inc., 4th and 
Jackson Sts., Oakland, California; S. G. 
Swanberg, Botsford, Constantine and Gard- 
ner, 350 Russ Building, San Francisco. 

Relations with National Association: E. T. 
Grether, Chairman, Department of Econom- 
ics, University of California, Berkeley, Cali- 
fornia; R. A. Balzari, R. A. Balzari and 
Staff, 447 Sutter Street, San Francisco, Cal- 
ifornia; D. E. Faville, Graduate School of 
Business, Stanford University, Palo Alto, 
California. 


Southern California Chapter 
Chairman: George W. Robbins 
Secretary: J. Edgar Dick 
Monthly luncheon meetings 


The following are the officers for the pres- 
ent year, as well as their business connec- 
tions: 

Professor George W. Robbins, President, 
Professor of Marketing, University of Calif. 
at Los Angeles, 405 Hilgard Avenue, West- 
wood, California. 

Mr. Wm. C. Billig, tst Vice-Pres., Asst. 
Professor of Marketing, University of So. 
California, 3551 University Avenue, Los An- 
geles, California. 

Mr. Wm. Dover, 2nd Vice-Pres., Director 
of Market Research, The Los Angeles Ex- 
aminer, Examiner Building, Los Angeles, 
California. 

J. Edgar Dick, Secretary, Bureau of For- 
eign & Domestic Commerce, U. S. Depart- 





ment of Commerce, 1540 U. S. Post Office 
Building, Los Angeles, California. 

Mr. Arthur W. Gudelman, Treasurer, 
Space buyer, Barton A. Stebbins, 811 West 
Seventh Street, Los Angeles, California. 

The Chapter meets once each month on a 
Thursday near the middle of the month. 
Evening meetings were discarded in favor of 
luncheon affairs. This change has tended to 
increase the attendance. The various com- 
mittees of the Chapter meet at intervals dur- 
ing each month. 

The program for the period ending in 
June, for the most part will be devoted to a 
speaker presenting some phase of marketing. 
Two of the future meetings will be devoted 
to a phase of national defense. The speaker 
is limited to 1§ minutes, and the remainder 
of the period, a round-table discussion. This 
conference method is meeting with increased 
interest. 


Washington Chapter 
Chairman: John R. Riggleman 
Luncheon Meetings Every Thursday 
at Schneider’s Cafe, 427, 11th St., N. W. 


Under the active leadership of John R. 
Riggleman, who may be reached at 30 Drum- 
mond Avenue, Chevy Chase, Md., weekly 
meetings have been scheduled this year. Sub- 
ject, speaker and chairman of meetings are 
scheduled one month in advance. The pro- 
gram so far this year follows: 

January 9, “Delineating Wholesale Trad- 
ing Territories,’ Nelson Miller, Acting Chief, 
Marketing Research Division, Bureau of 
Foreign and Domestic Commerce. 

January 16, “Marketing Research in the 
Radio Industry,” Paul Peters, Director of 
Research, National Association of Broad- 
casters. 

January 23, “Procuring Materials for Na- 
tional Defense,” Col. J. W. N. Schulz, Di- 
rector of Purchases and Contracts, Office of 
the Assistant Secretary of War. 

January 30, “The Highway Planning Sur- 
vey as a Source of Marketing Data,” Charles 
D. Bohannan, Senior Marketing Specialist, 
Public Roads Administration. 

February 6, “Effects of the War and the 
Defense Program on Markets for Agricul- 
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tural Products,” Frederick L. Thomsen, 
Principal Economist, Division of Statistical 
Research, Bureau of Agricultural Economics. 

February 13, “Effects of Federal Controls 
on Food Distribution,” George Feldman, 
Attorney for the Great Atlantic and Pacific 
Tea Company. 

February 20, “Simplified Practice as an 
Aid to Distribution,” E. W. Ely, Chief, Di- 
vision of Simplified Practice, National Bu- 
reau of Standards. 

February 27, “The Post-War Outlook for 
Foreign Trade,” John Lee Coulter, Consult- 
ing Economist, National Association of 
Manufacturers and Other Groups. 

March 6, “Advancement of Science in 
Marketing—the Aims and Plans of the 
American Marketing Association,” Howard 
T. Hovde, Wharton School, University of 
Pennsylvania—President of the American 
Marketing Association. 

March, 13, “Some Phases of Price Stabili- 
zation,” Col. George S. Brady, In Charge of 
Substitute and Secondary Materials, Price 
Stabilization Division, National Defense Ad- 
visory Commission. 

March 20, “Characteristics and Present 
Tendencies of the Interstate Trade Barriers 
Movement,” Paul T. Truitt, Chairman, In- 
terdepartmental Committee on Interstate 
Trade Barriers. 

March 27, “Latin American Engineering 
Relationships and Their Influence on Trade,” 
Frederick M. Feiker, Dean of the School of 
Engineering, The George Washington Uni- 
versity. 


Note: Omissions and errors in this issue 
have been unavoidable. Chapter officers are 
requested to report to Secretary Haring con- 
cise statements of all Chapter activities no 
later than April 15 for publication in the 
July issue of THE JourNAL. 


PERSONAL NOTES 


Mr. Samuel B. Stocking of the University 
of Toronto reports that his University has 
had great success with a series of ten lectures 
on Marketing Organization and Technique 
in which a number of A.M.A members par- 
ticipated. 


The following new members have been 
welcomed to our group since December 15, 
1940: John T. Anderson, Middletown, Ohio; 
Frank L. Avery, Controlled Circulation Au- 
dit Inc., New York; Henry M. Ballard, Busi- 
ness Research Corporation, Chicago; Stanley 
R. Bateman, Burkhart Brothers Company, 
Cincinnati, Ohio; Charles K. Bernheisel, 
Southwestern College, Winfield, Kansas; Os- 
car M. Beveridge, Business Organizations, 
Inc., New York; Charles W. Bolan, Nor- 
mandy, Missouri; Verl D. Brewer, Osborn, 
Scolaro, Meeker & Company, Chicago; 
Christopher Browne, G. S. Printing and 
Lithograph Company, Cincinnati, Ohio; Wil- 
liam B. Bunn, Newell-Emmett Company, 
New York; Rose Marion Burke, Mabley and 
Carew, Cincinnati, Ohio; Edwin Bradley 
Carnell, Albany Business College, Albany, 
New York; Dr. Lincoln H. Clark, University 
of Maryland, College Park, Maryland; Sam- 
uel H. Collom, Pennsylvania Flexible Metal- 
lic Tubing Company, Philadelphia; Edward 
G. Comstock, Newell-Emmett Company, 
New York; Rex W. Cox, University of Min- 
nesota, St. Paul, Minnesota; John Gilbert 
Craig, John Gilbert Craig Advertising, Wil- 
mington, Delaware; William M. Dawson, 
Jr., Radio Station WARM, Scranton, Penn- 
sylvania; Joel Dean, University of Chicago, 
Chicago; Howard I. Dillingham, Rider Col- 
lege, Langhorne, Pennsylvania; Russel F. 
Eavey, Burgoyne Grocery Index, Cincin- 
nati, Ohio; O. R. French, Oakleigh R. French 
and Associates, St. Louis, Missouri; Frank C. 
Games, Procter and Gamble Company, Cin- 
cinnati, Ohio; Philip P. Gott, National Con- 
fectioner’s Association of U. S. Inc., Chicago; 
Fred J. Hamerin, Lilly Varnish Company, 
Indianapolis, Indiana; C. T. Heusinkveld, 
Armour and Company, Chicago; H. Webster 
Johnson, Ohio State University, Columbus, 
Ohio; W. R. Keir, Libby, McNeill & Libby, 
Chicago; C. Howard Knapp, Cincinnati, 
Ohio; Alcuin W. Lehman, Assn. of National 
Advertisers, New York; Fred T. Leighty, 
Sherman K. Ellis & Co., Chicago; David 
Johnston Luck, University of Texas, Austin, 
Texas; D. A. MacDougall, Firestone Tire & 
Rubber Company, Akron, Ohio; R. E. 
McCormack, Consolidated Supply Com- 
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pany, Picher, Oklahoma; John Charles 
Meyer, The Burkhardt Brothers Company, 
Cincinnati, Ohio; Kausik Kumar Mitra, 
Press Syndicate Ltd., Calcutta, India; 
Charles E. Muller, S. D. Leidesdorf Com- 
pany, New York; L. B. Nichols, Lever 
Brothers, Cambridge, Massachusetts; Clif- 
ford N. Parsells, Ted Bates, Inc., New York; 
Leo Peters, Armour & Company, Chicago; 
Harold E. Rieger, Advertising Distributors 
of America, Inc., Chicago; N. Charles Rora- 
baugh, National Radio Records, New York; 
W. C. Savage, Cincinnati Post, Cincinnati, 
Ohio; George H. Schultz, The Cincinnati 


Enquirer, Cincinnati, Ohio; James J. D. 
Spillan, Benjamin Eshleman Company, Phil- 
adelphia; Samuel B. Stocking, University of 
Toronto, Toronto, Canada; William C. 
Sutcliffe, Boston University, Boston; Gerald 
W. Tasker, Newell-Emmett Company, New 
York; Hugh C. Tolford, Burgoyne Grocery 
Index, Cincinnati, Ohio; Eric A. Tomsett, 
C. E. Hooper, Inc., New York; G. Maxwell 
Ule, McCann Erickson, Chicago; Dorothea 
Van Westrienen, Marshall Field Company, 
Chicago; and N. A. Winter, N. A. Winter 


Advertising Agency, Des Moines, Iowa. 
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SECOND REVISED EDITION 


CONVERSE & HUEGY 





1940-1941 ADOPTIONS 


UNIVERSITY OF ALABAMA UNIVERSITY OF ARIZONA BIRMINGHAM SOUTHERN COLLEGE BRADLEY 
POLYTECHNIC INSTITUTE BRYANT AND STRATTON BUSINESS COLLEGE BOSTON’ UNIVERSITY 
BOWLING GREEN BUSINESS UNIVERSITY UNIVERSITY OF BUFFALO BALL STATE TEACHERS COLLEGE 
UNIVERSITY OF CALIFORNIA AT BERKELEY CREIGHTON UNIVERSITY CHAFFEY JUNIOR COLLEGE 
COLLEGE OF THE PACIFIC CARROLL COLLEGE CHICAGO TEACHERS COLLEGE DRAKE UNIVERSITY 
GEORGIA TECHNOLOGICAL COLLEGE HEALD'S COLLEGE HILLSDALE COLLEGE UNIVERSITY OF 
HOUSTON ILLINOIS STATE NORMAL UNIVERSITY UNIVERSITY OF ILLINOIS NEW HAVEN JUNIOR 
COLLEGE OF COMMERCE LOUISIANA INDUSTRIAL INSTITUTE UNIVERSITY OF MARYLAND MASSA- 
CHUSETTS STATE COLLEGE MONTANA STATE UNIVERSITY MANHATTAN COLLEGE MUSKINGUM 
COLLEGE UNIVERSITY OF NEBRASKA NICHOLS JUNIOR COLLEGE NORTHEASTERN UNIVERSITY 
NORTH CENTRAL COLLEGE OTTERBEIN UNIVERSITY UNIVERSITY OF PORTLAND RIDER COLLEGE 
ARIZONA STATE TEACHERS COLLEGE SOUTHWESTERN UNIVERSITY SAN JOSE STATE COLLEGE UNI- 
VERSITY OF SOUTHERN CALIFORNIA CARL SCHURZ EVENING SCHOOL SIMMONS COLLEGE ST. 
MARY'S COLLEGE COLLEGE OF ST. THOMAS ST. JOHN'S UNIVERSITY UNIVERSITY OF CALIFORNIA 
AT LOS ANGELES SCRANTON KEYSTONE JUNIOR COLLEGE TEXAS TECHNOLOGICAL COLLEGE TEXAS 
CHRISTIAN UNIVERSITY TRI-STATE COLLEGE TUFTS COLLEGE GEORGE WASHINGTON UNIVERSITY 
WESTMINSTER COLLEGE WINTHROP COLLEGE WHITMAN COLLEGE CENTRAL Y.M.C.A. OF CHICAGO 
UNIVERSITY OF IDAHO XAVIER UNIVERSITY BRIGHAM YOUNG UNIVERSITY UNIVERSITY OF NEWARK 
RUTGERS UNIVERSITY EXTENSION TEMPLE UNIVERSITY COLBY COLLEGE UNIVERSITY OF LOUISVILLE 
UNIVERSITY OF NEVADA UNIVERSITY OF NEW HAMPSHIRE RIVERSIDE JUNIOR COLLEGE TRANSYL- 
VANIA COLLEGE WOODBURY COLLEGE WILSON JUNIOR COLLEGE 


and many others 


$4.00 
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You often hear a person say, “In times 
such as these it is best to live just for to- 
day.” 

A dangerous philosophy—for business, 
as well as for individuals. There is always 
tomorrow ... and tomorrow... and 
tomorrow. 

Business, in particular, needs to be on 
guard against living (or planning or 
profiting) on a just for today basis. 

Business can look forward to no old 
age pension, to no social security benefits. 
Nor can it coast smoothly on past and 
present success. 

The only insurance of continued suc- 
cess, even of a sustained existence, a busi- 
ness can have for the years immediately 
ahead ... is for the management of that 
businss to anticipate trends and modify 


its products and policies accordingly. 


Otherwise many of today’s crest-of-the- 
wave leaders will suddenly find their fac- 
tories without markets. 

To avoid just that a surprising number 
of today’s leaders are utilizing the un- 
usual facilities of the Hooper-Holmes or- 
ganization ... to get a continuous survey 
of all facts affecting the present and fu- 
ture of their business. 

These companies (and their agencies) 
realize that a survey made last year, or 
even six months ago, does not necessarily 
provide all the facts so imperative for 
today’s intelligent and protective decis- 
ions. Only continuous and impartial facts 
can do this. 

Ask for proof of what we are accom- 
plishing for others. But do it today so you 
can plan with greater certainty for to- 


morrow. 


Address all inquiries to Market Research Division, CHEsTER E. Harino, Director. 


THE HOOPER-HOLMES BUREAU, INC. 


102 MAIDEN LANE,:-NEW YORK 
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OTTO KLEPPNER 


An entirely fresh version of 
the most popular advertising 
textbook ever published °4°° 


More than a mere “” bringing-up- | 
to-date”... Rewritten throughout! Reflects the pro- 
found and continued inquiry of a thinker who has left 
his mark on the teaching of advertising throughout 
the country, who has become head of a 4-A agency, 
and whose writings continue to stimulate teacher, 


professional, and student alike. 


PRENTICE-HALL, INC., 7O FIFTH AVENUE, NEW YORK 
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PRINCIPLES OF MARKETING 7hird Edition 


By H. H. Maynard, W. C. Weidler and T. N. Beckman 
Ohio State University 


A FORWARD-LOOKING and fully up-to-date text, covering the principles of 

marketing and our marketing system as it exists and functions today, and its 
outstanding problems of today and tomorrow. Well over one hundred schools have 
adopted the third edition of this famous standard work. 


CONDENSED OUTLINE: The Marketing Task. Buying Motives. Factors Affecting Consumption. Selling 
Direct to Consumer. General, Single-Line and Specialty Stores. Department Stores. Mail Order Houses. 
Chain Stores. Supermarkets. Our Wholesaling Structure. Wholesaling Consumer Farm Products. Cir- 
cumventing the Wholesaler. Marketing Raw Materials. Marketing Industrial Goods. Advertising and 
Selling. Transportation. Storage. Standardization and Simplification. Market Finance. Market Risk and 
Speculation. Marketing Policies. Price Fixing Policies, and Actual Price Behavior. Brands and Brand 
Policies. Marketing Costs. Evaluation of Marketing Criticism. Marketing Efficiency. Marketing Coopera- 
tives. Consumers’ Cooperatives. Marketing and the Government. 


53 Tables and IIlustrations, 700 Pages $4. 5° 


SALES MANAGEMENT 


By Herman C. Nolen and Harold H. Maynard 


Ohio State University 


ERE is a comprehensive text in step with today’s trend towards sales manage- 

ment based on scientific analysis of existing conditions, on the results of care- 
fully controlled tests and experimentation. Brings to the classroom a sharp and vivid 
picture of this new kind of sales management that is being developed to high effec- 
tiveness in the country’s most successful organizations, Covers the newer responsi- 
bilities of the sales manager in the fields of time and duty analysis, policy building, 
and cost accounting, up-to-date management yardsticks such as span of executive 
control and blueprints of organization structure. Full of first-hand material from 
the authors’ own experience as consultants on various marketing situations. 


CONDENSED OUTLINE: New Field of Sales Management. Organization. Types of Sales Organization 
Structure. Tightening Coordination of Sales Department with Other Departments. Sales Planning and 
Forecasting. Quotas. Territories. Selection of Salesmen—Policies, Methods, Tests. Training Salesmen— 
Basie Principles, Methods. Salesmen’s Equipment and Manuals. Compensation Plans. Traveling Expenses. 
Sales Contests. Sales Conventions. Sales Supervision and Performance Standards. Time and Duty Analysis. 
Sales Policies. Distribution Policies. Sales Cost Accounting. Allocating Cost Standards and Budgets. 


qust MERCHANDISING GUIDE 
Out: By M. David Potter 


Long Island University 


ANEW book for students of retailing. Has already received a thorough, practical 
test in a course in Retail Merchandising inaugurated at the College of the 
City of New York. Based on simple mathematical equations with one hundred 
worked-out illustrative problems showing step-by-step just how calculations are 
made. Similar practice problems are included for class application of the same 
methods to practical situations. 

CONDENSED OUTLINE: Elements of Retail Practice. Initial Markup. Maintained Markup. Typical Markup 


Problems. Retail Method of Inventory. Turnover. Merchandise Planning. Stock Sales Ratios. Control of 
Purchases—Open-to-Buy. Markdowns. Gross Margin. Merchandise Control Price Lines. 


Published by 


$2.00 








THE RONALD PRESS COMPANY 
15 East 26th St. New York, N.Y. 
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Recent and ‘Forthcoming Rooks 


Retailing: Principles and Methods 


By D. J. Duncan, Northwestern University and 
C. F. PuiLurrs, Colgate University 


Presents a thorough, practical, and up-to-date treatment of the entire field of re- 
tailing. Careful attention is given to the problem of modifying and applying large- 
store methods to the problems of the small store. In addition to its broad treatment 
of the underlying principles, the authors have given special emphasis to many 
other important phases of the subject that have heretofore received little or no 
attention in other works in this field. 


To be published—August 


Advertising: Theory and Practice 


By C. H. SANDAGE, Miami University 


Widely adopted in its first edition, this new book in its revised edition has received 
even wider use due to the fact that it is more than ever in harmony with current 
trends in the advertising field. This book presents an excellently balanced treat- 
ment of the broad economic and social aspects of the subject as well as the technical 
application of the principles of advertising to specific advertisements and cam- 
paigns. It is a stimulating and thought-provoking text for the student. 


747 pages Price $4.00 


Industrial Purchasing 


By Howarp T. Lewis, Harvard Graduate 
School of Business Administration 


Sponsored by The National Association of Purchasing Agents, this new book offers 
a comprehensive study of the entire field of industrial procurement. Numerous 
charts and illustrations support the text material and serve to demonstrate the 
procedures of purchasing as they are actually carried on in business. With the cur- 


rent interest in purchasing, this book will serve as an excellent basis for a new 
and timely course. 


586 pages Price $4.00 


Business Organization and Management 


By ELMorE PETERSEN, University of Colorado and 
E. G. PLowMan, University of Denver 


This new book presents the basic theory of organization and principles of man- 
agement. It reflects the broad executive experience of the authors. The book will 
serve as an excellent basis and plan for current and new courses in this field. 


To be published—May 


Richard D. Irwin, Inc. 


332 South Michigan Avenue, Chicago 
































T h ec —is an organization of persons interested in the statistical 
solution of practical problems, the development of statisti- 
cal methods, and the improvement of basic statistical in- 


A m e Y 7 Cc a n formation. 


—publishes quarterly the Journal of the American Statistical 


S t a t is t 1 Cc al Association, containing scientific articles and book reviews 


in a wide variety of statistical fields. Typical recent articles 
of special interest to those in marketing include— 


. © 
Association War and Commodity Prices, by Holbrook Working 
Sampling Public Opinion, by Elmo Roper 


The Uses of the Census of Business, by Paul T. Chering- 
ton 











A Measure of Purchasing Power Inflation and Deflation, 
by Murray Shields 


Factors to be Considered in Measuring Intercity and 
Interregional Differences, by Faith M. Williams 


-has membership dues of $5.00 a year, including a sub- 
scription to the Journal and to the American Statistical 
Association Bulletin. Information about the Association 
and membership application forms may be secured from the 
Secretary, 1626 K Street, N.W., Washington, D.C. 














THE AMERICAN ECONOMIC REVIEW 


Volume XXXI Contents March, 1941 


Economics in a Time of Change .. P ; , by Frederick OC. Mills 
The Transportation Act of 1940 . ; ; ..by Ralph L. Dewey 
Rearmament, Recovery and Monetary Policy . ite ; -.....0y G. L. Bach 
The Armaments Program and National Income , ‘ -by John Lindeman 
Strikes in a Democracy .... Pei i ; ‘ ........by Domenico Gagliardo 


Recent Changes in Work-Relief Wage Policy . ; : .by Arthur E. Burns and Peyton Kerr 


-by Grace T. Gunn and Paul H. Douglas 
Relationships in the Balance of Payments ............ ie 4 by Ray Ovid Hall 
Rupee Circulation in India ; by Dickson H. Leavens 


Comments on 100 Per Cent Money by Benjamin Higgins 
Communications, Reviews, Periodicals, and Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American Economie 
Association and is sent to all members. The annual dues are $5.00. Address editorial communications to 
Dr. Paul T. Homan, editor, AMERICAN ECONOMIC REVIEW, Cornell University, Ithaca, New York; 
all other communications to the Secretary, American Economic Association, Northwestern University, 
Evanston, Illinois. 
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